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LAND VALUES IN NEW YORK CITY! 


SUMMARY 


Introductory. Method of study, 545.—I. Vacant land in the 
borough of Manhattan. Description of parcels. Gross and net incre- 
ments and decrements, 548.— II. Washington Heights. Tract sold 
at auction in 1891. Gross and net increments. Early history of tract. 
Comparison with similar tract in the Bronx, 558. — III. Auction sales. 
Description of tracts. Losses to purchasers of Bronx lots, 562. — IV. 
New York City by boroughs. Method of establishing value in 1906 
and 192i. Gross and net increments or decrements. Queens borough 
by wards. Separate tract in South Brooklyn. Increases in land values 
during nineteenth century. The tax rate and economic rent, 569. 
— Conclusions, 579. 


In all the literature of land values and of economic 
rent there is surprisingly little in the way of concrete 
statistical data. Where reforms in land tenure and 
taxation have been advocated such figures as have been 
presented have often been loosely used without any 
thorogoing analysis of their significance. Even the 
fundamental economic theories in regard to land and 
rent have never been adequately checked by modern 
statistical methods. This situation is due largely to the 
great difficulty in obtaining satisfactory statistical ma- 


1, This study was prepared under the direction and with the advice of a committee 
consisting of Alexander M. Bing, Richard S. Childs, Clarence Stein, Robert D. Kohn, 
Lawson Purdy, Frederick L. Ackerman, Robert Murray Haig, Graham R. Taylor, 
Robert E. Simon, Herbert S. Swann, and C. H. Whitaker. 
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terial. Assessors’ valuations, until very recently at 
least, have been entirely untrustworthy, and when in 
the sale of land the consideration is stated, it is difficult 
to determine the value of the land as distinguished from 
the value of buildings and other improvements. 

It was with the desire of supplying some trustworthy 
data on which reliable conclusions could be based that 
an investigation was begun which resulted in this study. 
The figures presented were compiled from the original 
records and published reports of the New York Tax 
Department or from other original and trustworthy 
sources. It is obviously impossible, within a limited 
time, to make such a study at all exhaustive, and many 
similar investigations in New York, as well as in other 
cities, will be necessary before a sufficient body of sta- 
tistical material is accumulated for an adequate con- 
sideration of all the disputed questions in regard to land 
values, rent and land taxation. It will appear, however, 
from the figures here presented that some facts and 
general conclusions are indicated even by so brief a 
study as this. 

The investigation was started without any very 
definite plan and without complete knowledge as to the 
extent or availability of the material. This paper is, 
therefore, simply a record and brief analysis of the facts 
which came to light in the course of the work. These 
facts fall naturally into four general divisions: first, 
the results of an intensive study of nine vacant or nearly 
vacant parcels of land in the developed sections of the 
borough of Manhattan; second, an intensive study of 
a tract of about fourteen blocks on Washington Heights 
together with a large acreage tract in the upper Bronx; 
third, a study of ten tracts which were subdivided 
and sold at auction between the years 1905 and 1913; 
fourth, a less detailed study of each of the five boroughs 
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of New York City from 1906 to 1921, with additional 
data in regard to the five wards in the borough of 
Queens, and a tract of 24 square miles in Brooklyn. 
The tracts and parcels to be studied were chosen on 
account of the availability of data pertaining to their 
value without regard to the probable balance of gain 
or loss to the owners. Each tract was traced back as 
far as possible consistent with a fair degree of accuracy 
to some year in which a reasonably accurate estimate of 
value could be made. From that year the assessed 
valuations were traced through the year 1921 and the 
taxes computed for each year. The amounts paid in 
special assessments were obtained by searching the 
original records in the Bureau of Assessments and Ar- 
rears of the New York City Tax Department. Interest 
compounded annually at 4 per cent was computed on 
the base value through the year 1921 and also on all 
items of taxes and assessments from the date they be- 
came due through 1921. Whenever any part of a tract 
or parcel was improved by building, it was assumed that 
the income from the improvement would cover the 
taxes and interest items on the parcel improved. Taxes 
and interest, therefore, were computed only on the 
value of the vacant portions of the tract. Special 
assessments, however, were included regardless of im- 
provement, since these may be considered in the nature 
of capital charges, a payment to the city for additional 
value directly added to the property. The question 
of the actual net return to the owner on improved prop- 
erties was not considered of importance in connection 
with this study, since the erection and management of 
buildings is a business in itself in which the rate of net 
profit bears no necessary relationship to the value of the 
land used. It may be noted, however, that in the 
opinion of business men, real estate investments, averag- 
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ing the good with the bad, yield no more than a mod- 
erate return. Four per cent was used as the rate of 
interest on the assumption that this rate could have 
been obtained at any time by conservative investments 
or savings bank deposits. Since the propriety of in- 
cluding any interest charges at all as a part of the carry- 
ing charges may be questioned, these items are always 
separated from the other charges in the tables and in 
the text. Whether or not interest should be considered 
in connection with the social aspects of the problem, it 
must be considered in an estimate of the profit or loss 
of the land speculator. 

In the following pages the four main divisions of the 
study as outlined above will be considered in separate 
sections. 


I 
Vacant LAND IN THE BorouGH oF MANHATTAN 


While each of the nine parcels covered in this section 
shared in the general increase in land values due to the 
growth of the city and the nation in population and 
wealth, the rate of increase in different sections has 
varied widely. It is, therefore, necessary first to con- 
sider briefly the location and history of these parcels 
in order to understand the local conditions which have 
influenced their development. 

1. Fourteenth Street. The first of these parcels to 
assume its present form is located on Fourteenth 
Street, beginning 200 feet west of Fifth Avenue. 
It consists of fifteen city lots with a total frontage 
of 225 feet on Fourteenth Street and 150 feet on 
Fifteenth Street. The only improvements are a 
four-story stone residence and a brick stable. These 

buildings were erected in 1853 and replaced two 
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older houses which appeared on the tax records 
from 1840 to 1853. This tract was a part of a large 
estate and there is no record of its transfer except 
by inheritance since 1788. It appears as a sep- 
arate tract on the tax records in 1840 in which 
year the land alone was valued for taxation at 
$28,500. Since vacant land at that time was as- 
sessed at less than 50 per cent of its true value, 
we have taken $60,000 as a conservative estimate 
of the land value in that year. It has been as- 
sumed that the use value of the residence and 
stable has been sufficient to cover the carrying 
charges on three of the fifteen lots during the whole 
period of eighty-one years. The use value was un- 
doubtedly greater than this during the years when 
the mansion was new and when the vacant part 
of the tract was used as a spacious lawn and 
garden, but at that time the carrying charges on 
the land were only from $5,000 to $9,000 a year. 
Since the house has long been obsolete its present 
value can be but a small fraction of the 1921 carry- 
ing charge of $130,000. 

Fifth Avenue above 39th Street. This parcel has 
been held vacant by the Wendel estate since 
1845 when it was purchased with adjoining land 
for $8,000. On the basis of this sale this front- 
age of 54 feet on Fifth Avenue was valued at about 
$3,000. The development of Fifth Avenue first 
as a residence and then as a business center has 
given to this parcel the most rapid and consistent 
increase in value of any of the parcels studied. 
Fifth Avenue and 73d Street. This corner lot 
with an avenue frontage of 77.2 feet and a depth 
of 130 feet was sold in 1866, with dimensions as 
at present, for $82,500. It has never been im- 
proved. 
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. Fifth Avenue above 75th Street. This is an in- 


terior lot with a frontage of 67.2 feet. A tract in- 
cluding this lot was purchased in 1860 for $48,000. 
By a comparison of assessed valuations of the lots 
in this tract it appears that the sale value of this 
lot alone in 1860 was about $20,000. 


. Fifth Avenue, 95th to 96th Streets. This entire 


block frontage is still vacant, altho never held 
under one ownership. By a comparison of a num- 
ber of sales in this tract from 1853 to 1859 with 
the corresponding assessed valuations, the prob- 
able value of this tract is fixed at $11,400 in 1856. 


. Fifth Avenue, 97th to 98th Streets. By a com- 


parison of sales and valuations the value of this 
block frontage in 1865 is estimated at $65,000. 


. West 64th Street near Broadway. This parcel 


has a frontage of 100 feet on 64th Street near its 
intersection with Broadway and Columbus Avenue, 
and also a diagonal frontage of 29 feet on Broad- 
way. On the basis of several sales, including parts 
of the lot under consideration, the value of the 
whole lot in 1854 is estimated at $3,000. It has 
never been adequately improved, altho at present 
it is being used as a gasoline filling station with a 
driveway through from Broadway to 64th Street. 


. Central Park West and 97th Street. This corner 


plot with a frontage of 100 feet on Central Park 
West and 200 feet on 97th Street was sold with 
other land in 1859. On the basis of this sale and 
a sale of an adjoining lot the value in that year 
is estimated at $15,000. In 1918 it was fully im- 
proved with apartment houses so all computation 
of carrying charges ends with 1917. 


. Riverside Drive, 109th Street to Cathedral Park- 


way. This large lot was originally part of a larger 
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tract extending from old Bloomingdale Road to 
the Hudson River. A part of the tract was taken by 
the city for Riverside Drive in 1873 and in 1880 
a small strip on the east was added by the clos- 
ing of Bloomingdale Road. The value in 1880 is 
estimated at $60,000 from a comparison of the 
assessed valuation and sales in that year. The 
owners have received an income of perhaps $3,000 
a year for the past few years from the rental of 
bill board space. A large apartment house is 
now under construction on this lot. 

The following tables give the most important results 
of the study of these nine cases. Table I gives the total 
figures in each item of the carrying charges on each 
of the nine parcels from the original base year together 
with the totals of these items and the estimated value 
in 1921. This estimate is based upon an assumed ratio 
of 95 between the assessed valuation and the true value. 
The New York City Tax Department has endeavored 
to assess property at its full value since 1911, but the 
evidence of actual conveyance indicates a slight un- 
derassessment in 1921.” 

On the original computation each of these parcels 
was traced back as far as it could be separately iden- 
tified on the tax records, and as far as the different 
items of carrying charge could be determined with a 
fair degree of accuracy. This method resulted in nine 
different base years, ranging from 1840 to 1880, with 
base-year values ranging from .3 per cent to 15.0 per 
cent of the value in 1921. In order to make the results 
of the separate computations comparable one with 
another, the value of each parcel was estimated for 1880 

2. A sample of 162 widely distributed sales in 1921, excluding foreclosures, shows a 
median ratio of assessed valuation to sale price of 94. Nearly all were sales of partly 


improved land, as it was impossible to find enough sales of vacant land in Manhattan 
to establish a trustworthy median. 
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and the various items of carrying charge recomputed 
as from that date (Table II). The assessed valua- 
tions in 1880 were found to be about 50 per cent of 
sale values,’ and this ratio was used in the estimates, 
corrections being made wherever specific sales of the 
property, or property in the immediate vicinity, in- 
dicated a different local ratio. The year 1880 was 
selected as the common base year, not only because 
it was the earliest year common to all the original 
computations, but because 1880 is generally considered 
to have been a normal business year. Land values had 
recovered from the depression following the crisis of 
1873 and the general level of commodity prices was 
again normal.‘ 

A comparison between the percentage tables III 
and IV shows that when all the items are taken into 


TABLE III.— Vacant Lanp, MANHATTAN 
Costs as percentages of value in 1921 














Special | I Interest 
Base | Valuein pecial | Interest | riterest per Total | Value 
year |hase year Taxes pon "ae e | ontaxes a cost in 1921 
ments 
1. 1840 8.3 53.2 a 171.7 103.2 4.6 321.7 100.0 4 
2. 1845 3 33.5 in 6.0 31.2 9 72.0 100.0 
3. 1866 11.3 44.2 5 86.9 46.2 2.6 191.7 100.0 
4. 1860 4.4 44.5 A 43.4 46.8 2.3 141.8 100.0 
5. 1856 1.5 40.9 14 18.3 43.5 6.4 112.0 100.0 
6. 1865 13.7 38.9 2.5 109.5 46.3 11.0 221.9 100.0 
7. 1854 8 26.0 1.9 9.9 23.6 12.5 74.7 100.0 * 
8. 1859 7.7 40.2 3.7 67.1 46.9 12.4 178.0 100.0 
9. 1880 14.2 37.2 5.2 57.3 25.4 11.1 150.4 100.0 
Total 6.3 40.4 14 60.4 47.9 5.7 162.1 100.0 
































3. An analysis of 213 sales of land in 1880 for which considerations were stated shows 
@ median ratio of exactly 50. Of these sales 129 were of vacant land showing a median 
ratio of 43.5. The 84 improved parcels showed a median ratio of 67. 

4. For the whole of Manhattan Island the real estate valuation in 1880 was $919,- 
669,205. Assuming a 50 per cent valuation and assuming that the value of the land 
was slightly in excess of the value of improvements we arrive at an estimated land 
value in 1880 of $1,000,000,000. The estimated land value in 1921 was $3,468,000,000, 
of which the value in 1880 was 28.8 per cent. Takimg the value in 1880 asa base, land 
values in Manhattan as a whole have risen 250 per cent while the values of the nine par- 
cels considered have increased 400 per cent. It is evident, therefore, that the parcels 

lected have i d in value much more rapidly than has the average parcel of 
land in Manhattan. 
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TALCLE IV.— Vacant Lanp, Manwartran. 1880-1921 
Costs as percentages of value in 1921 





























| 
Valeo! Sweciel | 1 = 
ue in Specia nterest on , 
No. |base year] Taxes | assess- | on base Interest special Total e, alue 
1880 ments value | ° taxes eases cost in 1921 
ments 
1 44.1 44.5 ate 140.8 41.3 aoe 270.7 100.0 
2 8.1 31.6 ous 32.1 19.3 | 91.2 100.0 
3 20.7 41.5 an 82.5 32.1 2 177.1 100.0 
4 19.7 41.7 on 78.4 31.6 1 | 171.6 100.0 
. 20.4 38.1 6 81.3 28.1 1.5 170.0 100.0 
19.0 35.5 an 75.8 27.4 1.8 160.2 100.0 
7 90 | 24.5 3 36.0 | 142 '3 | 848 | 100.0 
8 21.8 36.1 1.3 71.2 26.6 2.4 159.4 100.0 
9 14.2 37.2 5.2 57.3 25.4 11.1 | 150.4 100.0 
Total 20.0 37.2 7 74.3 27.8 15 | 161.5 100.0 
Total, 
2-9....] 16.0 36.0 8 63.2 | 25.5 18 | 143.3 | 100.0 























consideration the change in the base year made com- 
paratively little difference. In Table IV the average 
base-year value is 20.0 per cent as compared with 6.3 
per cent in Table III, but owing to the shorter period 
of computation the items of taxes and assessments with 
interest are enough lower so that the average of the 
total cost column in one table is 162.1 per cent and in 
the other 161.5 per cent of the total land value in 1921. 
It will be noted that the figures in the tax column are 
only slightly lower in Table IV than in Table III. This 
is not only due to the low assessed valuations before 
1880 but to the low tax rate. From 1840 to 1861 the 
median tax rate was 1.02 on an assessed valuation 
about 50 per cent of the sale value. This is equiva- 
lent to a tax rate on a true valuation of .5 per cent. 
From 1861 to 1880 the median rate was about 0.90. 
From 1880 to 1910 the median rate was 1.12 and from 
1911 to 1921 it was 2.02 with a rate of 2.77 in 1921. 
Special assessments have increased even more rapidly 
than taxes. The early assessments for public improve- 
ments were so light that in these parcels, located in the 
older parts of the city, the assessments amount to a 
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comparatively small item of carrying charge. It is 
also true that many of the heaviest assessments which 
were levied on these properties came at a still earlier 
date than that at which the computation begins. Tak- 
ing simply the base value in 1880 without interest and 
adding the taxes and assessments with interest on these 
payments to the city, the total cost to the owners has 
been 87.2 per cent of the 1921 value, leaving only 12.8 
per cent of the present value or 37.7 per cent of the 
value in 1880 as interest on the base value over a period 
of forty-one years. 

The greatest losses were sustained in the Fourteenth 
Street section. In Parcel 1, the taxes and interest on 
taxes on only four-fifths of the property amount to 
85.8 per cent of the present value of the whole, or 107.0 
per cent of the value of the four-fifths alone. If no 
allowance were made for improvements * the value in 
1880 with the actual taxes paid since that date, with- 
out any interest items, would exceed by 4 per cent 
the value in 1921. While this property is now worth 
only a little more than double its value in 1880 the par- 
cel on Fifth Avenue above 39th Street is now valued at 
eleven times the estimate for 1880. But even here the 
owner has paid one-third of its present value in taxes 
and allowing 4 per cent interest on the value in 1880 
the total cost in 1921 is 91.2 per cent. The parcel on 
West 64th Street has increased to more than ten times 
its value in 1880, and even in the past eight years it 
has increased over 50 per cent. Here the taxes have 
been only 24.5 per cent and the total cost 84.8 per cent 
of the present value. From the owner’s point of view 
this is the most favorable showing of any of the nine 
parcels, but it is equivalent only to an investment yield- 
ing about 5 per cent interest. 


5. In 1904 the buildings were valued at $20,000 in a total valuation of $950,000. 
In 1920 the buildings were valued at $2,000. 
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The parcels on upper Fifth Avenue and Central 
Park West have increased to about five times their 
value in 1880 but the taxes alone have been double the 
base value and, including the interest items, the total 
cost of the five parcels ranges from 160.2 to 177.1 per 
cent of their value in 1921. 

All but one of these parcels have increased in value 
more rapidly than has Manhattan Island as a whole. 
Only two parcels, and these in the two most rapidly 
growing business sections of the city, have yielded to 
the owner an interest return of more than 4 per cent. 
If, however, these parcels had been kept improved 
with buildings which would rent for enough to pay all 
carrying charges, including amortization, and then sold 
at the 1921 valuation there would have been an ‘‘un- 
earned increment” of $4,045,000 over a base value of 
$1,012,500, in addition to a normal return of the invest- 
ment, equivalent to 4 per cent interest compounded 
annually on the base value for forty-one years. 


II 
WASHINGTON HEIGHTS 


In the extreme northern part of Manhattan Island 
the period of rapid development has been comparatively 
recent and it was found possible to trace a relatively 
large tract through its whole course of development 
from agricultural land to valuable city property. The 
tract selected was originally a farm of about 38 acres, 
now covered by about fourteen city blocks, on Wash- 
ington Heights. The tract studied is located between 
Broadway and Amsterdam Avenue and runs from 178th 
to 182d Streets. It includes a particularly valuable 
corner at 181st Street and St. Nicholas Avenue with 
a subway station and local shopping district, and has 
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a direct connection with the Bronx across Washington 
Bridge. In 1891 this tract was subdivided into 411 
lots and sold at public auction. The year 1891 was 
therefore taken as the base year for the subsequent 
computations and the value in the base year was con- 
sidered equal to the total proceeds of the sale. The 
first houses were built in the following year and by 
1898 41 lots, or 10 per cent, were improved by build- 
ings. The opening of the subway gave a great impetus 
to development and by 1909 the tract was 51 per cent 
improved. In 1921 only 38 out of the 411 lots remained 
vacant. The increase in the value of the land has been 
unusually rapid. In 1906, the first year in which the 
Tax Department published separate valuations for 
land and buildings by sections, the land in this tract 
was valued for taxation at $3,144,300. In 1921 the 
same land was valued at $8,996,100, an increase of 
186 per cent. During the same period the valuation 
of all land in the Tax Department Section 8, which in- 
cludes Washington Heights, has increased about 100 
per cent, and all land in the borough of Manhattan 
about 25 per cent.’ 

In the following tables, carrying charges have been 
computed on the tract as a whole and also separately 
on the 38 lots which still remained vacant at the be- 
ginning of 1921 and on the 41 lots which were first 
improved. 

For the whole tract the owners paid to the city 
$1,134,500 in special assessments and in taxes on va- 
cant land. Including interest chargeable to vacant 
land the total was $1,633,891 or 18.1 per cent of the 
1921 value. On the portion remaining vacant to 1921 


6. Sales in the Washington Heights section in 1921 indicated 100 per cent valuation. 


7. An examination of 303 sales in 1906 shows a median ratio of valuation to sale 
price of 76. There has been very little actual increase in general land values in Man- 
hattan Island since 1906. See Section IV. 
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the corresponding charges were $211,943 for taxes and 
assessments, or with interest $347,525, or 73.2 per cent 
of the 1921 value. On the portion first improved the 
same charges were $45,024, or with interest $46,066, or 
6.3 per cent of the 1921 value. In these three com- 
putations interest charges on the base value differ even 
more widely because of the allowances for improve- 
ments. On the tract as a whole and on the first im- 
proved tenth the owners have enjoyed a material net 
increment of land value over the total cost including 
interest, but on the unimproved tenth the total carry- 
ing charges more than offset the increase in value, which 
increase, however, was not relatively as great as in the 
tract as a whole. 

For a number of years prior to the auction of 1891 
the tract as acreage had an interesting history. (See 
Table VI.) It was first sold as city property in 1868 
when it was purchased by General Daniel Butterfield 
and Richard Schell for $330,174. In 1879 it was sold 
in foreclosure proceedings for $225,000. It was sold 
again in 1880 for $315,000, in 1883 for $450,000, in 
1885 for $350,000, and in 1891 for $980,000. In 1850 
it was valued for taxation at $8,000 which was probably 
no more than one-third of its true value.* From a base 
value of $24,000 in 1850 the total cost including interest 
to 1885 was $316,364, as compared with the value as 
measured by the sale in that year of $350,000. It is 
evident, therefore, that practically the whole net in- 
crement in forty-one years was taken by those who 
held the property from 1885 to 1891. General Butter- 
field and his partner from 1868 to 1879 lost their whole 
equity of $50,000 and in addition paid taxes amounting 
to $34,234 and special assessments of $62,817. In 


8. Vacant land in the upper part of Manhattan was assessed very low at this time. 
Seventeen sales of land in the old 12th Ward above 86th Street between 1850 and 1854 
show a median ratio of valuation to sale price of 30. 
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addition the property was encumbered with mortgages 
amounting to $280,000 on which interest was paid for 
several years. 

Basing the computation on the purchase price in 
1868— $330,174 — the total carrying charges to 1891 
including interest amount to $1,093,501 or 111.6 per 
cent of the selling price in April of that year and 72.5 
per cent of the gross proceeds of the auction sale which 
took place in the following month. 

The tract of about 90 acres in the Bronx was in 1894 
in a similar position to that of the Washington Heights 
tract in 1868. Both were vacant acreage tracts and 
sold for approximately the same price. In the older 
tract the computation of Table VI covers twenty-three 
years and in the newer tract, twenty-seven years. 
In Tract 1, the value increased to $980,000 while in 
Tract 2 over a longer period the value increased only 
to $514,100. The total cost including interest items in 
Tract 1 was only 111.6 per cent of the selling price 
while in Tract 2 the total cost was 250.9 per cent of the 
value in 1921. The most striking difference is in the 
item of taxes. In Tract 2 on a lower actual value, the 
taxes were more than twice as heavy as in Tract 1. 
Very few special assessments have as yet been levied on 
Tract 2.° 


III 
AucTION SALES 


After a tract such as the property described above 
has passed through a period of speculation as acreage, 
it is usually subdivided into building lots, which are 


9. In the Washington Heights tract in which all the street improvements were com- 
pleted by 1911 the total cost was about $13,500 an acre. With the increased cost of 
labor and materials the anticipated future expense of street improvements on the 90- 
acre Bronx tract probably tends to discourage speculation and to prevent values from 
increasing. 
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sold separately to prospective home builders or small 
speculators, either at private sale or at a public auction. 

The ten tracts discussed in this section were sold at 
auction at different times between 1905 and 1913. 
They were selected from among the larger well adver- 
tised sales of the period without reference to subse- 
quent development. During this period more sales 
were held in the Bronx than elsewhere, and because of 
this fact, six out of the ten tracts are located in that 
borough. No sales were available in Queens, so that 
the conclusions do not necessarily apply to conditions 
in that borough. The tracts selected are, however, 
certainly typical of the Bronx and probably of Brooklyn 
and Richmond. 

1. The first of these tracts is the property between 
the New Haven Railroad and Bronx and Pelham 
Parkway known as Morris Park. The eastern 
part of it was formerly a race track, and was there- 
fore level and well located for building. The prop- 
erty is cut by the N. Y., Westchester and Boston 
Electric Railway, and west of the tracks the land 
is low and not well drained. The whole property 
of about 230 acres was divided into 3019 lots and 
sold at auction between May 31 and June 13, 1913. 
It was described as the largest auction sale of 
vacant land ever held in New York. ‘Phe tract 
was practically vacant in 1913 and only 1.3 per 
cent improved at the beginning of 1921. 

2. In 1912, 700 lots belonging to the Van Cortlandt 
estate, south of Van Cortlandt Park and east of 
Broadway were sold at auction. Near Broadway 
the land is flat and rather low, but to the east the 
property extends up over a steep hill to the Jerome 
Park Reservoir. By 1921 4 per cent of the lots 
were improved. 
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. The Samler estate sale was held in 1909. The 











property consists of 212 lots on the west side of 
Broadway between 253d and 256th Streets. The 
lots are nearly all on a steep hillside, but they 
are easily reached and will be very desirable when 
opened by street improvements. By 1921, 6 per 
cent of the lots were improved by buildings. 

. The William Layton estate at Throg’s Neck was 
sold at auction in 1908. The property consisted 
of 700 lots on and near Eastern Boulevard and 
extending to Eastchester Bay. At the time it was 
some distance from any rapid transit line, but it 
has been made more accessible by the construc- 
tion of the Westchester Avenue Extension of the 
subway. The tax valuation for 1921 indicated 
that 11.6 per cent of the lots were then improved. 
. A tract of 871 lots belonging to the Ogden estate 
was sold at auction in 1907. The property is 
directly across Washington Bridge from the Wash- 
ington Heights tract described in Section II. It 
extends south from Washington Bridge to High 
Bridge, and includes much of the steep hillside and 
some well located lots on the top of the hill. The 
tract is now 19.6 per cent improved. 

. In 1905, the Beck estate sold at auction 315 lots, 
more or less scattered east of Boston Road and 
south of 173d Street. This property was already 
easily reached by the Third Avenue Elevated, and 
many lots in the same blocks were already im- 
proved. All the streets were open and some of 
them were paved at the time of sale. More than 
200, or 72.8 per cent, of these lots were improved 
by 1921. 

. The Martense farm in Brooklyn south of Prospect 
Park was sold at auction in 1909. The property 
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consisted of 241 lots between Church Avenue and 
Tehama Street and between 36th and West Streets. 
The property is now reached by a subway line 
and is building up rapidly. At the beginning of 
1921 it was 29.4 per cent improved. 

8. In 1906 a tract of 266 lots in Canarsie was sold at 
auction. The property extended from East 86th 
Street to Canarsie Road and from Avenue L to 
Avenue M. The land is rather low, but not 
swampy. It is within a few blocks of Jamaica Bay, 
and is reached by a recent subway extension. It 
is now 13.4 per cent improved. 

9. A part of the original Bennett estate in Bay Ridge, 
Brooklyn, consisting of 172 lots was sold at auction 
in 1905. This property is well located between 
1st Avenue and Shore Road and between 71st and 
73d Streets. It overlooks New York Bay, and is 
reached by the Bay Ridge Elevated line. By 1921, 
36.6 per cent of the lots were improved. 

10. A tract of 278 lots belonging to the Hoyt estate 
at Livingston, Staten Island, was sold at auction in 
1906. The property adjoins the land of the Sailor’s 
Snug Harbor. The land is high and the soil sandy. 
It is reached by the Castleton Avenue surface car 
line. It is now building up with attractive one- 
family houses. At the beginning of 1921 it was 
8.6 per cent improved. 

Table ¥ shows the carrying charges from the date 
of sale to 1921 on each of these ten tracts. In Table 
VIII these same charges are computed from 1913 in 
order to eliminate the variations due to the different 
dates of sale. Table [IX and Table X show these car- 
rying charges as percentages of the value in 1921. 

It will be noted that the greatest losses both absolute 
and relative in eight years were suffered by the owners 
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TABLE IX.— Auction Sases 
Costs as percentages of value in 1921 































































































Ba: Sal 8 ia}| Inter- Inter- —_ T 1} Val: 

se e ae est on Paes oe ota alue 
year | price | 7®€* Go sale —— I) ‘cost {in 1921 

oe ments 
1. Morris Park 1913| 134.0) 17.8| 26.6 | 48.7 2.5 2.9 | 232.5; 100.0 
2. Van Cortlandt | 1912] 126.8] 18.8} 22.6) 50.3] 3.1 3.8 | 225.4] 100.0 
3. Riverdale..... 909 | 129.5| 24.6] 28.6) 75.5 5.6 6.5 | 270.3) 100.0 
4. Throg’s Neck .| 1908/ 91.3] 22.1 15.3 | 55.0 5.2 -8 | 189.7} 100.0 
5. Ogden estate 1907} 89.2) 21.0) 13.1] 55.8 5.7 4.9 | 189.7/| 100.0 
6. Beck estate ..| 1905) 83.4| 13.2 8.3 | 41.0 3.2 2.1 | 151.2] 100.0 
7. Martensefarm | 1909| 72.6] 17.7| 25.7| 39.4 3.8 7.1 | 166.3] 100.0 
8. Canarsie ...... 1906 | 106.7); 29.3| ——| 77.4 9.1 — | 222.5| 100.0 
9. Bay Ridge .. 1905| 65.4) 19.8/| 12.5] 42.7 4.9 8.1 .4| 100.0 
10. Livingston . . 1906} 103.1} 22.9; 16.2] 80.3 6.3 3.4 | 232.2} 100.0 

TABLE X.— Auction Sates, Bast Year 1913 
Costs as percentages of value in 1921 

— Inter- t Inter- 

Sale pecial) est on | Inter-| est on | Tota] | Value 
* Taxes jassess-| sale | est on |special : 

— ments | price | taxes |assess- cost jin 1921 

ments 
1. Morrie Park ....... 134.8!) 17.8| 26.6} 48.7 2.5 2.9 | 232.5] 100.0 
2. Van Cortlandt ...../ 101.0} 17.0| 22.6] 36.4 2.4 183.2} 100.0 
3. Riverdale..........| 109.1} 18.3] 26.7 | 38.1 2.8 5.7 | 200.7| 100.0 
4. Throg’s Neck ......| 87.9] 16.1 15.3 | 29.0 2.3 8 | 151.4] 100.0 
5. Ogden estate ...... 85.7| 13.3 74) 26.5 1.9 1.8 | 136.6/ 100.0 
6. Beck estate ....... 91.1 5.8 13] 11.4 8 1 | 110.5] 100.0 
7. Martense farm ..../ 71.1] 13.6] 19.5 | 23.0 2.0 4.7 | 133.9] 100.0 
8. Canarsie 110.5| 16.4 = 36.4 2.4 165.7 | 100.0 
9. Bay Ridge... . --| 95.9] 11.2 2} 23.0 1.5 131.8] 100.0 
10. Livingston......... 85.3] 14.2] 14.0} 29.4 1.9 1.9 | 146.7] 100.0 
66 -6e 6 .0kans 105.6; 14.2; 15.5] 32.8 2.0 2.2 | 172.3} 100.0 

1 Sale price. 


of the Morris Park tract. A large proportion of the 
lots in this tract can now be bought for less than the 
price paid at the auction in 1913. In eight years the 
owners have paid in taxes and assessments with interest 
50 per cent of the value in 1921. The original cost with 
interest brings the total cost to 230 per cent of the 
present value. The actual condition of the individual 
owner was even worse, for 70 per cent of the purchase 
price was allowed to remain on mortgage, so that on a 
large part of the total purchase price the rate of interest 
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was 6 per cent, instead of 4 as calculated. To make the 
story concrete it may be assumed that a typical pur- 
chaser bought two lots at the sale for which he paid 
$2,434, giving him a building plot of 50 x 100 feet. 
He paid $730 in cash and assumed a mortgage of $1,704 
at 6 per cent. His annual carrying charge in 1914 was 
$188.44 for taxes, assessments and interest. By 1919 
his taxes and special assessments alone amounted to 
$243. In eight years his tax payments totaled $326, 
his special assessments $486 and his interest including 
interest on mortgage and savings bank interest on his 
down payment, $1,309. At the end of 1921 his lots have 
cost him $4,555 and they are now valued at $1,816. 
On the improved property in Washington Heights the 
special assessments alone have totaled over $1,000 a 
lot. On this basis without allowing for increased costs 
the typical owner of two lots in Morris Park still has 
$1,500 to pay for necessary improvements,' in addition 
to ordinary taxes which are now $51 a year on a plot 
measuring 50 X 100 feet. 

In Tract 3 (the Samler estate), in Tract 8 (Canarsie), 
and in Tract 10 (Livingston), the percentages of total 
loss since the date of sale have been even greater than 
in the Morris Park tract, altho the period of computa- 
tion is longer. In Tract 6, the Beck estate, where 
improvement began soon after the sale, and continued 
until it is now 72.8 per cent improved, the total cost 
including interest has been 151.0 per cent of the present 
value. In this tract the special assessments and the 
taxes on vacant land without interest, amount to 21.5 
per cent, while the total increase in value since 1905 is 
only 16.8 per cent of the value in 1921. This tract 
shows by far the most favorable results of any of the 


1. The land is, however, fairly level, and it is possible that the expense of grading 
and sewer installation may be less than on Washington Heights. 
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ten tracts studied. Since 1913 the total increase in 
value has been slightly more than the taxes and special 
assessments, without interest. 

Because of the shorter period which these computa- 
tions cover the distribution of the various items of cost 
is quite different from that in the study of the vacant 
tracts in Manhattan. Based upon the values in 1921 
the average value of the Manhattan tracts in 1880 was 
21.1 per cent, while the average value of the tracts sold 
at auction was, in 1913, 106 per cent of the 1921 value, 
or without the Morris Park tract, 92.3 per cent. In 
Table X as compared with Table IV, interest on the 
purchase price, taxes and interest. on taxes are all low, 
but special assessments are much higher. 

During the year 1921 there was great activity in the 
disposal of large tracts by means of auction sales. In 
the advertising the same phrases were used as in the 
advertising of the sales between 1905 and 1913, and 
the same promises were made of great increases in 
values. It is not within the province of this article to 
make forecasts, but with taxes in the Bronx at 2.84, 
prospective special assessments of at least $1,000 a lot 
and allowing merely savings bank interest at 4 per cent, 
it is obvious that the land must increase in value from 
10 to 15 per cent a year in order to justify an invest- 
ment in vacant land which cannot be immediately 
improved. 


IV 
New Yorx City spy Borovucus 


Since 1906 the New York City Tax Department has 
published reports showing not only the total valuation 
of real estate but the valuation of land alone by 
boroughs and sections. Beginning with 1910 the value 
of vacant land by boroughs is separately stated in the 
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reports. By projecting back to 1906 the percentage 
curve of the value of vacant land by boroughs it is pos- 
sible to construct tables by boroughs on the same basis 
as that used for the separate tracts already discussed. 
In order to arrive at an estimate of the true value of 
land in 1906 in the borough of Manhattan, 303 actual 
transfers in that year with consideration stated were 
compftred with the assessed valuations. ‘The median 
of these 303 ratios Was 76, showing that the land was 
valued for taxation at” approximately 76 per cent of its 
sale value. In Brooklyn a similar test with 100 trans- 
fers showed a median ratio of 70 per cent. No test 
has been made in the other boroughs on account of the 
difficulty in obtaining satisfactory material. Since 
1914 the ratio of assessed valuations to sales has been 
computed and published by the Tax Department by 
boroughs. In these years the ratio for Manhattan is 
nearly always the highest of the five boroughs, the 
Bronx is second, Brooklyn third, Queens fourth and 
Richmond the lowest. In has, therefore, been assumed 
for the purposes of this computation that the ratio in 
1906 was 76 for Manhattan, 75 for the Bronx, and 70 
for Brooklyn, Queens, and Richmond. 

In 1921 a comparison of sale prices with assessed 
valuations was made for four of the five boroughs. 
In order to arrive at the land value apart from the value 
of land and buildings, only transfers of vacant and 
slightly improved land were used. In Manhattan 190 
sales gave a median ratio of assessed valuations to sale 
prices of 96.5. Excluding foreclosures, the median 
ratio was 94. In the Bronx 93 sales, excluding fore- 
closures, gave a median ratio of 100. In Brooklyn 
the median ratio of 84 sales, excluding foreclosures, was 
91 and in Queens 32 sales gave a median ratio of 83. 
Since the conveyances in Richmond are not published 
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it was impracticable to make a similar test in that 
borough. The New York City Tax Department en- 
deavors to assess at full value, so where the number of 
sales available is small it has been thought proper to 
make an allowance in the direction of a higher ratio. 
In the accompanying Tables XI and XII, therefore, 
the assumed ratio of assessed valuations to sale prices 
is: Bronx, 100; Manhattan and Brooklyn, 95; Queens 
and Richmond, 90. 

In the borough of Manhattan it appears that land 
values have increased only 1.4 per cent in fifteen years. 
Even if we assumed a ratio of 90, the total land value 
would be only $3,661,000,000, an increase of $240,000,- 
000 or 7 per cent in fifteen years. In the same period 
the special assessments plus the taxes and interest 
attributable to vacant land amount to $213,000,000. 
It is evident, therefore, that there has been no appre- 
ciable net increase in land values in fifteen years and if 
our estimate of the land value of Manhattan is correct 
there has been a net loss of 44 per cent. There have 
been, of course, large increases in certain sections, but 
these have been offset by losses in other parts of the 
borough. 

In the Bronx the gross increase in value has been 
30.9 per cent but the carrying charges have been 76.7 
per cent, giving a net loss of 45.8 per cent of the 1906 
value or 35.1 per cent of the 1921 value. Allowing 
again for a wide margin of possible error (10 per cent), 
the net loss in the Bronx is at least 25 per cent of the 
present value. The special assessments and taxes on 
vacant land alone without interest amount to more 
than the total increase in value since 1906. 

In Brooklyn land has shown a very slight net in- 
crease while in Queens and Richmond the net increase 
in value is considerable. In Queens the gross increase 
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in value has been 195.9 per cent but the special assess- 
ments, added to the taxes on vacant land and interest 
amount to 117.5 per cent. The average gross increase 
in value of all land in Queens has been nearly 7 per cent 
a year. If, however, the special assessments, taxes on 
vacant land, and the interest on these items are de- 
ducted from the gross increase the net increase in value 
is about 5 per cent a year. Because of the unusual in- 
creases in value in Queens, the figures for this borough 
were further analyzed by wards, as indicated by Tables 
XIII and XIV. The highest gross rate of increase in 
value was found to be in Newtown, which was made 
accessible during the fifteen-year period by the opening 
of the Corona subway, the opening of direct communica- 
tion with New York through the tunnel to the Pennsyl- 
vania station, and the opening of Queensboro Bridge 
connecting with Queens Boulevard which runs through 
the center of this ward. The net rate of increase was, 
however, higher in Flushing, where there have been as 
yet very few special assessments. The highest net rate 
of increase was in Rockaway. This rapid increase is all 
the more striking in that it occurred almost entirely 
in the years from 1906 to 1911. Since 1912 the valua- 
tion in Rockaway has remained practically stationary. 
Rockaway is the smallest ward in Queens in area, and 
has also the smallest percentage of vacant parcels, thus 
making the carrying charges comparatively light. 
Separate computations were also made for a tract of 
15,556 acres or 24.3 square miles in Brooklyn. This 
area is about one-third of the total area of the borough, 
and lies to the south and southeast of Prospect Park, 
but does not include Coney Island or the shores or 
islands of Jamaica Bay. It is in this part of Brooklyn 
that development has been most rapid in the sixteen 
years covered by the computation. This large tract 
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has more than doubled in value while the land value of 
the whole borough has increased only 44 per cent. The 
carrying charges on vacant land, however, have very 
nearly equaled the whole increase in value. This 
section was largely developed during these years and 
the special assessments were therefore high, and there 
was a larger proportion of vacant land than in the older 
sections of the borough. 


TasLeE XV.— BorovuaH or BROOKLYN 


Tax Sections 15, 16, 17, 18, 19, 20, 23, 24 — 1906-21 
Per cent Per cent 
Amount of 1921 of 1906 


value value 
eS a ree $94,090,000 45.9 100.0 
Taxes paid on vacant land........... 22,923,000 11.2 24.4 
Special assessments................. 27,777,000 13.5 29.5 
Interest on 1906 value’.............. 34,699,000 16.9 36.9 
I oon ok howd aces nis 6,029,000 2.9 6.4 
Interest on special assessments! ...... 5,519,000 2.7 5.9 
I I eae iciauiioip Wane btw m 191,037,000 93.1 202.1 
Assessed valuation in 1921........... 194,970,000 95.0 207.1 
Be I IIs 6 so c.ccicemencucis 205,170,000 100.0 218.1 


cesengenaaeciaraak ee ere Oe le ot 

In the city as a whole land values have increased 
only 15.2 per cent over the value in 1906. Even allow- 
ing for a possible error of 5 per cent in the estimates of 
value for 1921, the increase in land value in Greater 
New York in sixteen years is not more than 20 per cent, 
or about 1 per cent a year. This rate of increase is far 
below the average rate of increase during the nine- 
teenth century. The tax valuations of all real estate 
in four out of the five counties now included in New 
York City, were in 1800: New York (Manhattan), 
$18,696,270; Kings (Brooklyn), $1,864,292; Queens, 
$3,721,923, and Richmond, $587,928. This would in- 
dicate a land value in Manhattan of from $20,000,000 
to $30,000,000. In 1850 the assessed valuation in New 





























LAND VALUES IN NEW YORK CITY 577 





York County was $207,000,000, indicating a land value 
of about $250,000,000. In 1900 the valuation was 
$2,370,000,000, indicating a land value of between two 
and two and a half billion dollars. These increases are 
equivalent to an average annual increase in land values 
of about 5 per cent a year. In Brooklyn, the average 
rate of increase from 1800 to 1900 was more than 6 per 
cent, while in Queens and Richmond the increases 
averaged about 44 per cent a year. 

After this century and more of rapidly increasing 
land values, a sixteen-year period of practically sta- 
tionary values, with but slight fluctuation from year to 
year, would appear to indicate some fundamental change 
in economic conditions. The explanation may perhaps 
be found in the greatly increased demands of the city 
in the form of taxes and special assessments. Special 
assessments are usually levied to pay for necessary per- 
manent improvements which add directly to the use 
value of the land, but these improvements are now so 
expensive that they do not always add the amount of 
their cost to the speculative value of the land. Taxes 
as we have previously noted are relatively almost six 
times as heavy as in 1860, having risen from 0.50 per 
cent prior to that year to 2.77 per cent in 1921. Even 
as recently as 1906 the rate was only 1.12 per cent of 
the full value. If this additional tax is taken out of the 
economic rent of the land it is reasonable to assume 
that the new value of the land will be the capitalized 
value of the economic rent which still remains to the 
owner. Assuming an interest rate of 5 per cent, the 
capitalized value of the $38,500,000 yield of Manhattan 
land taxes in 1906 would be $770,000,000. Adding this 
to the estimated land value in that year ($3,400,000,000) 
we have $4,170,000,000 as the land value in Manhattan 
in 1906 if no land taxes had been imposed. Similarly, in 
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1921, the yield of the land tax was $91,400,000. This 
sum capitalized at 5 per cent is $1,828,000,000. Adding 
this to $3,468,000,000, the estimated value of the land 
in 1921, we have $5,296,000,000 as the untaxed land 
value in 1921. In other words if no land taxes had been 
imposed land values in Manhattan, instead of remain- 
ing stationary, would have increased $1,126,000,000 or 
25 per cent in sixteen years. For all boroughs the un- 
taxed value increases would have been from $5,500,000,- 
000 to $7,900,000,000 or 44 per cent. There are probably 
other factors which have also operated to lower the 
rate of increase in New York land values. The rate of 
population increase which was 40 per cent in the decade 
1890-1900 was only 18 per cent in the decade 1910-20. 
With the improvements in transportation facilities the 
area available for development has vastly increased so 
that there is no longer the same necessity for concen- 
tration in population and economic activity as in the 
nineteenth century. On the other hand, the great 
increases in gross rentals may within a comparatively 
short time bring about a general increase in land 
values. 

In all the foregoing discussions the matter of the 
changing general price level has been intentionally 
ignored. In the original computations, however, an 
attempt was made to reduce all the figures to the price 
level of 1913 in accordance with the United States De- 
partment of Labor index number of wholesale prices. 
In the computations covering a long period of years 
taking the carrying charges of each year at the 1913 
price level and reducing the value in 1921 in the same 
manner, the total carrying charges were greatly in- 
creased and the 1921 value decreased, thus making the 
losses of the individual property owners far greater 
than in the unweighted computation. In the shorter 
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computations, however, the total carrying charge fig- 
ures were usually slightly decreased on account of the 
larger proportion of annual charges paid during the 
period of higher prices. 


CONCLUSIONS 


1. A large part, and in some cases, all of the increase 
in the value of vacant land is offset by actual pay- 
ments to the city in the form of taxes and special 
assessments with interest thereon. 

2. These charges have increased rapidly within recent 
years, and at the same time the rate of increase in 
land values has fallen. 

3. The holding of vacant land is not a profitable form 
of investment, except for short periods of time in 
exceptionally favorable locations. 

4. Purchasers of outlying vacant lots at public auc- 
tion almost invariably pay prices which discount 
future increases in value for many years to come, 
and leave to the purchaser a practical certainty of 
heavy loss. 

5. While vacant land makes a substantial contribu- 
tion to the revenue of the city there are certain 
elements of social loss in the premature subdivision 
of land. 

(a) Through the aggregate losses of individual 
small purchasers. 

(b) Through the loss of interest on the value of 
street improvements prematurely made and 
the loss due to their deterioration as a result of 
disuse and neglect. 

(c) Through the premature withdrawal of land 

from agricultural use. This loss is, however, 

relatively slight, and is to some extent counter- 
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balanced by the frequent use of vacant lots 
for gardening purposes. 

6. If land in favorable locations is so well improved 
that all carrying charges, including interest and 
full amortization of buildings, are paid out of rents, 
any increment of land value added by social growth 
is a net profit to the owner. The extent to which 
urban property yields such a profit is a question 
about which there is much difference of opinion. 
Since this study was concerned primarily with 
vacant land, a separate investigation would be 
necessary to determine the relationship between 
the increment of land value and the surplus of in- 
come, if any, over carrying charges, including 
amortization. 

G. B. L. ARNER. 




















A THEORY OF THE RATE OF WAGES 


SUMMARY 


Other theories of wages deal with other problems than that of rais- 
ing wages, 581. — Sources from which increase of nominal wages may 
come, 585.— How may the laborers command a share of these sur- 
pluses? 605. — Increasing real wages by lowering the prices of what the 
laborer buys, 608.— The laborer’s free income, 609.— Factors de- 
termining a wage rate in a given industry, 610. 


I. Tse inquiry, whose imperfect results find ex- 
pression below,' has had three objects. 

(A) The first is to find a theory of wages relevant 
to the problem of how real wages are to be raised. 

(B) The second is to push the explanation of wages 
beyond the composite abstractions of current theories 
and to formulate it in terms of economic factors amen- 
able to control. 

(C) The third is to establish a theoretical basis for 
quantitative inquiries into the possibilities of raising 
wages in particular industries and occupations. 

II. The excuse for adding another to innumerable 
theories of wages is the conventional one that they do 
not achieve these desired objects. 

(A) These theories, one and all, have their roots in 
other problems than that of raising real wages. 

1. The “‘iron law of wages” is an outgrowth of con- 
cern with the problems of “misery” and of “poverty.” 
It proves that they are inevitable. 

2. The “wages fund” theory is a denial of the 
ability of trade unions to raise the general rate of wages. 


1. The argument which follows is presented in memorandum form because of the 
tentative character of its statement, the interminable length to which it would other- 
wise run, and the ease with which this form of composition lends itself to concise and 


a 





2 


581 














582 QUARTERLY JOURNAL OF ECONOMICS 


3. The “exploitation” theory is an attempt to find 
a philosophical justification for the claim of labor to 
“‘the whole of the product of industry.” 

4. The “productivity” theory is, on its surface, a 
statement that in distribution laborers receive all that 
labor produces. Under analysis it becomes an argu- 
ment that, in buying labor and selling its product, the 
employer cannot appropriate an “‘unearned”’ surplus 
produced by labor. It is a “non-exploitation”’ theory 
of wages. 

(B) The terms in which these theories are stated 
render them irrelevant to the problem of how real 
wages can be raised.? 

1. All of them, as ordinarily stated, carry ethical im- 
plications favorable, or antagonistic, to the prevailing 
economic order. 

2. Their final terms, e. g., ‘‘a wages fund,” “‘supply 
and demand,” “‘specific productivity,” carry with them 
an implication of the inevitability of wage rates estab- 
lished under the action of the assumed factors. They 
make the theory of wages almost an aspect of natural 
law. 

3. Their final terms are complexes of many specific 
factors, much too conglomerate to be useful for pur- 
poses of control. A theory, adequate to the purpose, 
must get back of these general terms to the particular 
factors which are their elements. So far as these ab- 
stractions are resolved by their authors, the only sources 
of wage increases which emerge are the efficiency of 
labor, the savings of thrift, and the check upon the 
growth of population. Not only is this list too scanty 
to be suggestive, but it omits the sources of wage in- 
creases most responsive to control. 


2. It is, of course, unnecessary in this inquiry to raise the question of the truth or 
falsity of these theories. 
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4. They make the theory of wages an aspect of 
value theory. This leaves out of account items of in- 
come, such as compensation for accidents, supervision 
of health, and educational opportunities, which are no 
part of the pecuniary wage. Moreover, it directs at- 
tention to the process through which labor is evaluated 
in the market rather than to the relationship of real 
wages to the tangible sources of wealth. 

(C) These theories furnish no basis for quantitative 
inquiries concerned with the possibilities of raising 
wages in particular industries. On the contrary, they 
are quite self-sufficient. They require no resolution into 
parts, no elaboration, no changes in factors or in em- 
phasis, and no qualification to be applicable to specific 
wage problems. In short they are irrelevant to the 
problem of a conscious attempt to raise wages by a con- 
trol of the factors upon which wages depend. 

III. This approach to the theory of wages carries 
with it its own assumptions and method. Since these 
peculiarities are explicit in the pages which follow, no 
detailed presentation of them is necessary. It is enough 
to indicate here the salient features of the problem with 
which the theorizing below is concerned. 

(A) Its end is the elaboration of a theory of wages, 
at once scientific in basis and positive in character, yet 
relevant to the various problems involved in increasing 
the particular rates which make up ‘‘the wages struc- 
ture.” 

(B) Its concern is to formulate a theory, not the 
theory, of wages. The theory elaborated below is 
directly relevant only to the problem of how real wages 
are to be raised. It has no direct relevancy to an ex- 
planation of wage rates in terms of native ability; the 
differentials in wage rates, with a lifetime as the term, 
paid in various occupations; the ethical merits of ‘‘the 
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wages system,”’ incomes from property, or ‘‘capital- 
ism”; or many other problems relating to wages. Each 
of these requires its own theoretical attack. Since there 
is no single problem of wages, there can be no exclusive 
“‘theory of wages” and no one ‘‘law of wages.” 

(C) It assumes that wage rates are constantly being 
redetermined in a developing industrial system, in 
which the efficiency of labor, the ability of management, 
the arrangement of work, the technique of production, 
the organization of units into an industry, and the 
conventions under which business is being done, are 
all undergoing change and are responsive to conscious 
modification. This makes of the rates which con- 
stitute ‘“‘the wages structure” variables in an economic 
system whose institutions are all variables. 

(D) It differs from the older theories in attempting 
to reduce to reality, with a degree of specific detail 
which it is hoped is not incompatible with theoretical 
discussion, the conglomeration of variables which in 
their several degrees affect the rate of wages. 

(EZ) Its point of attack is the problem of raising 
wages. An elevation in the rates which make up “the 
wages structure” (or, if you must have it so, of ‘‘the 
general rate of wages’’) can be effected only by an 
advancement of particular rates in the different oc- 
cupations and industries. 

(F) The advancement of a specific rate of wages 
means the addition of an increment to the prevailing 
one. Hence this inquiry must begin with a considera- 
tion of the conditions under which a rate of wages in a 
particular industry or occupation can be increased. 

(G) With this problem of how an increment can be 
added to a prevailing rate of wages the four sections of 
the argument which immediately follow are concerned. 
This can be effected by (1) an increase in the nominal 
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rate of wages (IV-V); (2) an increase in the purchas- 
ing power of the nominal wage (VI); or (3) an increase 
in the goods and services available to the laborer which 
are not included in the nominal wage.’ The factors 
upon which each of these depends are set forth in detail 
below. 

(H) There follows a translation of the theory of the 
increment into a theory of the rate of wages (VIII), a 
consideration of the relationship of rates of wages to 
each other in ‘‘the wages structure” or through ‘‘the 
general rate of wages” (IX), and some suggestions 
about wages policy which are implicit in the theoretical 
discussion which is the main concern of this inquiry (X). 

IV. An increase in the nominal rate of wages in an 
industry or occupation depends upon (1) the discovery 
of a source for the increment and (2) the ability of the 
wage-earners in the industry or occupation to command 
it against the competition of other groups. This section 
is concerned with the first of these two conditions.°® 

(A) The first general source of an increase in the 
nominal wage is to be found in price changes. 


3. Logically this discussion should occupy a single section of the argument. But to 
simplify what is at best an elaborate explanation, each of these possible sources is dis- 
cussed in a single section (IV-V, VI, VI1). For the same reason the first is divided be- 
tween two sections, concerned with the possible sources of an increase in the nominal 
wage (IV) and with the ability of wage earners to command these increments (V). 

4. A summary of these factors seems unnecessary here. The reader who wishes to 
get a perspective of the argument in advance has only to read first the main headings 
(IV-VII), then the first sub-headings under each (A, B, C), etc. 

5. This section is very roughly an abstraction of the suggestions of sources of a wage 
increase for coal miners presented by various witnesses to the Coal Industry Commis- 
sion (British) in 1919. This represents the most persistent and most comprehensive 
attempt with which the writer is acquainted to canvass the whole range of possibilities 
of wage increases offered by an industry. It is proper to defend the members of the 
Commission and its witnesses by saying that their sources of wage increases were all 
embodied in “practical” proposals and that none of them had the hardihood to elab- 
orate a theory of an increment in the rate of wages or to convert this into a general 
explanation of a basic rate in an industry or occupation. In their defense it must also 
be recorded that in the p: of abstraction many sources have crept into this account 
which were not suggested before the commission. The liberties taken by the writer will 
be familiar to all who have studied the testimony taken by the Commission. Others are 
referred to the two million words of testimony “humbly submitted” “to Your Maj- 
esty’s most gracious consideration” and duly recorded in the Reports and Minutes of 
Evidence of the Inquiry conducted by the Coal Industry Commission, London, 1919. 
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1. The cost of the increment in the wage may be 
thrown upon the consumer. This alternative is subject 
to these limitations: 

(a) It is limited by the demand for the good. It is 
almost impossible to find a good for which the demand 
is inelastic. A considerable portion of the supply of 
‘ even the most necessary commodities is put to quite 
dispensable uses. 

(b) In some cases the cost of the increase can be 
thrown upon either the foreign or the domestic con- 
sumer to the exclusion of the other. If there is keen 
foreign competition, a tariff can be made to throw the 
burden upon the domestic consumer. If a country has 
a practical monopoly of the industry, within limits the 
foreigner can be made to bear the cost. 

(c) If a single good is sold to the public in many 
varieties, as, e. g., under the device of ‘‘class price,” the 
increment may be collected from the consumer of the 
more expensive (or, if you prefer, the less expensive) 
brands. 

(d) The policy of raising wages by passing the bur- 
den along to the consumer is likely to be at least par- 
tially self-defeating. If generally employed it can 
raise wages only by the aggregate of the sum collected 
through the excess in price from consumers who are not 
laborers. 

2. The cost of the increment in the wage may be 
taken out of the investments in industrial equipment 
in the industry. This alternative has also its peculiar 
limitations. 

(a) The amount available for wage increases has its 
outside limit in the volume of dividends and profits. 
While in some industries, or at least in some industries 
at some times, there is a considerable volume of profits, 
in general profits are too small in volume compared 
with the wages bill materially to increase wages. 
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(b) Pressure upon property incomes is likely to 
yield substantial returns only in industries which have 
recently become monopolistic and in which property 
rights to surplus income have not yet become clearly 
established. 

(c) Profits from capitalization not represented by 
physical property offer an uncertain source for wage 
increases. It is difficult, if not impossible, to disen- 
tangle such equities from those that represent real 
property. In most cases such equities are ‘‘estab- 
lished”’ and have been transferred in genuine sales 
many times. 

(d) The lowering of the general rate of interest offers 
the possibility of a slight increase in wages. This is 
contingent upon an increase in the volume of savings, 
a more plentiful supply of credit, or changes in the 
banking customs and investment habits of the com- 
munity. It is beyond the control of the laborers in a 
particular industry. 

(e) Pressure upon profits is even more narrowly 
limited by the demand of the industry for more funds. 
If the increase in wages is to be maintained, either 
profits must not be so seriously curtailed as to make it 
difficult for the establishment or industry to attract 
investments, or some new method, other than depend- 
ence upon private investors and ‘‘the money market,” 
must be found to secure funds for expansion. 

(f) Pressure upon profits must not be allowed to 
deplete the surplus from ‘‘corporate savings” intended 
for reinvestment in the industry. 

3. The cost of the increment in the wage may be 
taken out of incomes from the ownership of “‘natural 
elements” used in the industry. It is argued that since 
ground rent, mineral rights, and the like are paid for 
the use of non-producible goods, a reduction or an 
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abolition of such incomes carries with it no threat to 
industry. The limitations here seem to be these. 

(a) The ownership of such rights are tangled up with 
the ownership of plant, equipment, “‘good will,” and 
the general equities of the properties within the in- 
dustry. 

(b) The total of such incomes, when disentangled 
from those accruing from investments in reproducible 
goods, is small in most industries. Even mineral 
royalties are small in volume in comparison with the 
wages bill. 

(c) In most cases ‘‘natural elements” used in indus- 
try are subject to alternative uses. Under the prevailing 
system this fixes a definite limit to their appropriation 
for the payment of wages. 

(d) Even as regards minerals, so long as mines differ 
from each other in productivity or location, some form 
of unification of the industry is necessary to an appro- 
priation of royalty charges. 

(e) Substantial gains from this source are dependent 
upon a willingness of the public to make, or to sanction 
when made under the pressure of wage earners, changes 
in ‘‘the competitive organization of industry” and a 
revocation of property rights in ‘natural elements.” 

4. The cost of the increment may be taken out of 
salaries paid in the industry. Here there are three pos- 
sible sources of waste, each offering its peculiar resist- 
ance to an attempt at its appropriation. 

(a) The first is salaries paid for duties which are 
nominal. The total saving from the elimination of all 
sinecures would be very small in comparison with the 
wages bill for an industry. 

(b) The second is salaries paid for the performance 
of functions which while now real enough would be 
unnecessary under a different organization of the in- 
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dustry. The possible savings from this source are not 
primarily from price changes. They are contingent 
upon a reorganization of the industry which will be dis- 
cussed in its proper place below (IV, C). 

(c) The third is salaries in excess of the amounts 
necessary to adequate performance of functions. It is 
true that at present many salaries are more than enough 
to furnish to their recipients incentives to do their best 
and to supply them with all the instrumentalities es- 
sential to efficient work. Yet, under a system in which 
industries compete for executives and salaries are re- 
garded as indications of efficiency, a single industry 
cannot immediately cut from salaries their excesses 
without danger of weakening its personnel. 

5. The cost of the increase in the wage may be 
thrown back upon those from whom the industry re- 
ceives its materials and supplies. This possibility 
presents an alternative. 

(a) It may involve finding the source of the lower 
prices, in part or in whole, in the wages bills of the 
supplying industries. This is tantamount to raising 
wages in an industry at the expense of wages in the i in- 
dustries from which it draws its supplies. (¢+<c¢ 

(b) Or it may involve finding the source of the lower 
prices in internal economies in the supplying industries. 
This is raising for these industries the identical ques- 
tion of a wage increase through internal economies 
which is discussed for the industry in question below 
(IV, B).§ 

(B) The second source of an increase in the nominal 
wage is an improvement in ‘“‘the state of the industrial 
arts.”” This can be effected either through a develop- 
ment of the arts or through their better utilization. 

6. Incidentally one cannot escape the question of why savings found through internal 


economies in the supplying industries should not be used to raise wages in the industries 
in which they originate rather than be diverted to raising wages in an alien industry. 
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Either will result in the production of the current out- 
put at a cheaper aggregate cost or in the production of 
a larger output at the current aggregate cost. The im- 
portance of the surplus accumulated through an im- 
provement in the industrial arts as a possible source of 
increased wages ” justifies a somewhat detailed analysis. 

1. A surplus may be created by increasing the effi- 
ciency of labor. It would be tedious to enumerate the 
various devices and methods by which this might be 
effected. All that can be done here is to suggest the 
principal avenues of attack upon the problem and to 
suggest the limitations to which each is subject. 

(a) A source of such increased efficiency is an im- 
provement in physique and in health. This involves a 
progressive attack upon the problems of adequate nu- 
trition during immaturity, a proper subsistence wage, 
an effective regulation of health, and a prevention 
of a premature using up of human resources. The 
solution of these problems is arrested by the ignorance 
of the great mass of people, by the short-term contract 
which prevents the employer from considering his 
laborers as a long-time asset, and by inherited individ- 
ualistic notions hostile to a program for the conserva- 
tion of human resources. 

(b) A second source of such increased efficiency is 
an improvement in the training and placing of laborers. 
This involves the problems of general and vocational 
education; the distribution of laborers among the sev- 
eral industries and occupations; and the placing, train- 
ing, and promotion of laborers within the business 


7. Itis significant that the industrial community has no theory of how the new wealth 
created by the development of the industrial and economic arts is to be distributed. 
The shreds of such a theory exhibited in the patent system, private property, pecuniary 
competition, and like institutions, were formulated, so far as they were consciously 
formulated, without any clear conception of the problem of disposing of future and un- 
earned income made available by the “progress” of the arts. Needless to say such 
wealth is all appropriated as it accrues but its appropriation bears evidence of no con- 
scious social design. 
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establishment. Such promises of increased personal 
efficiency are quite finite. Where the machine technique 
is established the great majority of tasks make use of 
only a fraction of the laborer’s intellectual resources; 
the training for the task is short and simple; and there 
is a tendency to reduce men to a dead level. In addi- 
tion the hierarchical organization of business reduces 
greatly the number of positions requiring intelligence 
and discretion. 

(c) A third source of such increased efficiency is to 
be found in the better utilization of labor. Here be- 
long the familiar problems of hours of work, rest periods, 
inspection, “‘efficiency systems,’’ methods of wage pay- 
ment, and the like. 

(d) A fourth source of such increased efficiency is a 
reduction of absenteeism. This problem is largely one 
of health and of morale. A serious decrease in the 
volume of voluntary abstinence from employment must 
wait upon changes in personal habits. 

(e) A fifth source of such increased efficiency is an 
improvement in the morale of labor. In this country the 
morale of labor is already high. How high it is is evi- 
dent in noting the fall in wages and the general economic 
ruin which would attend any widespread practice of 
sabotage. There is, however, too much of a negative 
element in labor morale. The industrial system both 
helps and hinders the solution of this problem. Where 
industry is mechanicalized, the machine sets the pace. 
There, except for absenteeism, a high morale on the 
part of the worker is unnecessary. Where the older 
“indiscipline” remains, the separation of owner and 
laborer and the impersonality of management create 
psychological conditions which undermine morale. 
This mental distrust is increased by a price system and 
an irregularity in industrial activity which makes the 
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dependence of wages upon the exertions of laborers an 
abstraction very hard for them to grasp. 

2. A surplus may be provided by increasing the 
efficiency of management. The importance of this 
problem may be indicated by visualizing two industrial 
systems alike in every respect save that one is manned 
by a first-class and the other by a third-class personnel. 
The problem is much too complex even to be outlined 
here. All that can be done is to mention the principal 
questions which make it up. 

(a) There is, most important of all, the question of 
selecting personnel. The method of “‘trial and error” 
used in business and that of ‘‘formal competence” em- 
ployed in civil service alike fall short of guaranteeing 
rational selection. Since positions differ in function 
with difference in rank, seniority, even when accom- 
panied by attested competence in the position below, 
is no test of fitness for the higher position. If a real 
improvement in the choice of personnel is to be made, 
standards of efficiency for particular positions might 
be formulated and their incumbents might be chosen 
in terms of their abilities to meet these standards. 

(b) There is, next, the problem of eliminating ‘‘mar- 
ginal managements,” groups of administrators in charge 
of establishments that barely remain “‘going concerns.” 
The facts about the influence exerted upon the rate of 
wages for a whole industry by incompetent manage- 
ment of poor establishments are too well known to 
require recapitulation here. 

(c) There is, finally, the problem of enlisting the full 
services of the management in the conduct of the in- 
dustry. To some extent this is a question of devotion 
to the task to be done. It is even more a question of 
engaging managers in the service of their establish- 
ments as instruments of production rather than as 
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businesses primarily to be run for the benefit of them- 
selves and their stockholders. 

3. A surplus may be produced by improving the 
technique of the industry. In the last century the 
development of the machine technique has been a fac- 
tor of great importance in raising wages. In spite of 
this it is usually overlooked by those concerned with 
finding a source for increased wages. It is neglected 
because as a long-time factor it does not possess the 
immediacy which wage earners demand of their weapons 
and because it has not usually been regarded as sub- 
ject to control. Its importance prompts the following 
cursory suggestions. 

(a) The accepted theory, common to economics and 
to law, is that improvements in the industrial arts come 
from very gifted individuals; that pecuniary rewards 
are the bait necessary to get from them their pioneer 
work; and that through a grant of patent the inventor 
or discoverer enjoys for a period of years the rewards 
of his industry and genius. At the expiration of the 
patent the discovery or invention becomes public prop- 
erty, and, through the competition of rival producers, 
its full benefit is secured to the consumers in cheaper 
goods. 

(b) The progress of the work of discovery and inven- 
tion tend to make this theory more and more obsolete. 
At present the development of technique in many in- 
dustries is entrusted to organizations with semi-per- 
manent staffs, whose members work for salaries. This 
more efficient system is being extended and is capable 
of application to all industries. Under it the cost of 
inventions and discoveries can be reduced to almost 
calculable terms. Wherever it is used the expense in- 
curred in the advancement of technique is only a frac- 
tion of the gains which newer methods and contrivances 

















594 QUARTERLY JOURNAL OF ECONOMICS 


make possible. After all the costs are met, there re- 
mains a surplus (“‘unearned,”’ if you will) for someone 
to claim. 

(c) Our industrial community has no definite policy 
for the disposition of this surplus. A legal claim to it, 
which is merely immediate and nominal, resides in the 
owners of the patents. When the surplus actually 
accumulates, it may go to the stockholders in increased 
profits, to the consumers in lower prices, to the laborers 
in higher wages, or it may help subsidize less economi- 
cal methods which the growth of competitive business 
seems to make necessary. It is of note that the surplus 
from technique not yet developed but assured by a 
competent research organization exists in the future 
and is now unclaimed. In such gains there are as yet 
no ‘‘vested interests.”’ If wage earners are willing to 
wait, they have here a source of a constantly increas- 
ing wage. 

(d) The discovery of ‘‘natural resources” as a source 
of wage increases must not be overlooked. The ‘“‘gifts 
of nature to production” are not fixed and definite 
physical properties; their discovery and utilization 
are intimately associated with the advance of tech- 
nique. In fact the appearance of new resources and 
of less wasteful methods of utilizing old ones are among 
the most important gifts of technique to production. 

4. A surplus may be built up by an increase in the 
quantity or an improvement in the character of in- 
dustrial equipment. The size of this surplus depends 
upon two factors. 

(a) One is the rapidity with which the establish- 
ments in an industry can (with all due regard to the 
costs of obsolescence and replacement) install new 
equipment embodying the latest technique. Improved 
machines usually cost little if any more than the less 
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efficient ones they replace. The accruing surplus rep- 
resents one of. the least impervious points of attack 
for a raise in wages. 

(b) The other is the possibility of bringing the equip- 
ment of the poorer establishments of an industry up 
to the standards set by the best. It is well known that 
wages in an industry are affected by ‘‘the ability to 
pay” on the part of the poorer establishments. It is 
evident that poor equipment increases the cost of 
production and diminishes the ability of the establish- 
ments to pay. In such cases an increase in wages is, 
among other things, dependent upon a competitive 
system provident enough to deny business life to the 
poorer establishments. In marginal plants that sur- 
vive an elimination of poor and obsolete equipment 
would remove a serious check on wages. 

5. A surplus may have its source in an improved 
organization within the establishments making up the 
industry. The possibilities here are as comprehensive 
as the whole domain of the administration and manage- 
ment of a plant. Some of the larger of the prospective 
sources of gain follow. 

(a) The ‘“‘established order” of nearly every plant 
can be greatly improved. There are possibilities of a 
reduction in costs in a closer articulation of the parts 
of the business, in avoiding duplication of functions, 
in planning systematically for the future, in careful 
preparation for the day’s work, in proper correlation 
with other industries, and in an adequate system of 
accountancy and budgeting. 

(b) Little progress has yet been made in the estab- 
lishment of standards by which the efficiency of man- 
agements, departments, and employees can be tested. 
Business practice is still based upon the notion that 
pecuniary reward is the exclusive bait to efficiency. 
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Yet as industry is at present organized the nexus of 
industrial efficiency with pecuniary success is far from 
complete as repects managements, departments, and 
employees. In view of this ‘administrative standards”’ 
might be set up for testing the efficiency of manage- 
ment; standards of accomplishment might be estab- 
lished to measure the efficiency of departments; and 
‘production standards” might be formulated to deter- 
mine the efficiency of labor. The development of such 
standards will in two distinct ways tend to create an 
expanding surplus. They will replace the nominal 
pecuniary incentives of business with real ones. They 
will reveal the current status of efficiency and by 
analysis point out possible improvements. 

(C) The third general source of an increase in the 
nominal wage is an improvement in the economic arts. 
This can be effected either through their development 
or through their better utilization. So little is the no- 
tion that economic arrangements are man-made under- 
stood that the idea of a development of economic 
institutions by conscious and scientific methods is far 
from being universally held. For that reason the dis- 
cussion below of six typical problems * which fall into 
this grouping is more protracted than otherwise it 
need be. Whatever be the solutions of these problems 
their very presence indicates how important are the 
arrangements which make up the economic order as 
factors in determining wages. 

1. A considerable surplus might be created by elim- 
inating or reducing the violent rhythm of industrial 
activity which accompanies “‘the business cycle.’”’ The 
attendant irregularities in the operation of an industry 

8. A consideration of the nature of the unit for the measurement of pecuniary values 


is a seventh problem. It is discussed below in connection with the argument about 
increasing the purchasing power of the nominal wage (VI, D). 
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present a serious defect in economic organization. An 
adequate solution of this problem involves almost every 
economic institution. It raises the whole question of 
the efficiency of industry under business guidance. It 
is, therefore, too all inclusive to be discussed as a sub- 
head of a theory of wages. It is sufficient to indicate 
two ways in which the operation of the economic cycle 
holds wages down. 

(a) The first and most obvious is the creation of 
unemployment in periods of depression. Even tho 
nominal wage rates are maintained, the depletion of 
earnings seriously impairs the wage rate measured in a 
period long enough to be of any significance in the life 
of the laborer. Furthermore, these stoppages of in- 
come, by decreasing the purchasing power of a part of 
the community, indirectly lower the wages of those 
constantly employed.°® 

(b) The second is an increase in the cost of production 
per unit of product. In periods of depression overhead 
costs, which are fairly constant, are spread very thick 
over the small volume of production. In periods of 
prosperity increased demand is accompanied by in- 
creases in costs, since raw materials have to be bought 
at advanced prices and plants are forced beyond their 
normal capacities. A reduction in these costs through 
more regular production would create an appreciable 
surplus. 

2. If wage earners would take thought for the mor- 


9. At this point the writer cannot forbear making a single suggestion. It is that a 
tax, as heavy as the traffic can bear, be placed upon temporal irregularities in the vol- 
ume of employment. It may perchance be that this will not arrest cyclical unemploy- 
ment, for its sources are beyond the control of the personnel of any industry. But if 
there is any truth in the theory that pecuniary rewards are among the motives to in- 
dustrial policy, which even the most protestant of economists does not deny, it will 
cause business executives to do all they can to regularize the volumes of their respective 
employments. Since the receipts would be paid out in ployment benefits, this 
would also tend to decrease unemployment by stabilizing purchasing power. Thus it 
would provide a double incentive to the reduction of unemployment. 
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row a considerable saving might be effected in the costs 
of the services of property. An industry should pay no 
more than necessary to secure investments. It is a mat- 
ter of convention that the services of executives and of 
employees are rewarded with terminable incomes and 
the services of investors with indeterminate ones. If 
the services of the investor, which are finite, were re- 
warded with the guarantee of an income for a definite 
period of time, the cost of his investment would ter- 
minate at the end of this period. In this way the bur- 
den of ownership upon an industry might eventually 
be materially reduced or eliminated altogether. Two 
illustrations will make this clear. 

(a) It is a common practice for establishments to 
build up surpluses through “‘corporate savings.’’ These 
are invested in ‘‘additions” and ‘‘betterments.’”’ This 
practice is capable of extension. In fact it might come 
to be the general custom of securing funds for the 
expansion of established businesses. Such surpluses 
represent earnings in excess of the payments necessary 
to attract investments. It is possible to take away the 
conventional right of the security holder to claim such 
reinvestments as property upon which he is entitled 
to an income. It is also possible to collect interest upon 
these reinvestments from the consumers in higher prices. 
This makes possible a small, but gradually increasing 
surplus, available for the payment of higher wages. It 
would amount to a capitalization of corporate savings 
as a property right of the laborers in the industry. 

(b) It is possible at the end of a period of, say, fifty 
years, to free an industry from the whole of the owner- 
ship charge. This can be effected without the slight- 
est impairment of any existing property rights by the 
simple device of replacing indeterminate or renewable 
securities with annuities of an equal market value 
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terminating at the end of fifty years. In this way a 
very large surplus could be created.! 

3. A reorganization of the system of marketing the 
products of an industry offers the chance for a surplus. 
There is a persistent demand for a simplification of the 
prevailing ‘“‘hierarchical system of distribution” of 
goods, with its ranks of jobbers, wholesalers, retailers, 
and whatnots. The obstacles in the way of market 
reform are two. 

(a) There are in the marketing organization vested 
interests which have no thirst for extinction. 

(b) There are necessary functions in the process of 
marketing goods, such as transfer, storage, delivery, 
and the extension of personal credit, which are essential 
under any form of market organization, and which re- 
quire agencies for their discharge. 

4. There is a demand for a larger measure of unifica- 
tion in an industry. Many proposals of partial unifica- 
tion have been made by individuals and by groups who 
have zealously sought a fund available for raising wages. 
The following are the more important of these. 

(a) There is, first, the demand for ‘collective mar- 
keting.’”’ A very large part of the cost of marketing is 
incidental to the sale of the particular brands of com- 
petitive establishments rather than essential to the 
marketing of the product itself. In particular the de- 
mand for stable commodities is quite constant and 
selling costs are largely competitive. In this country 
law has recently sanctioned the establishment by com- 


1. Here arises the question of the equity of the conflicting claims of the laborers 
within an industry and the consumers of its products to the income freed by the non- 
capitalization of “corporate savings” and by ‘the liquidation of ownership.” It is of 
no concern here only to note that the issue is between concentrating the surplus upon a 
substantial increase in wages in an industry or diffusing it in slightly raising the wages 
of all laborers through a decrease in prices. Of course in the improbable event of all 
industries expanding through the reinvestment of non-capitalized corporate savings 
and all of them liquidating ownership at the same time there would be little material 
difference between the results of these two policies upon the “wages structure.” 
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peting firms of a single agency for exploiting the foreign 
market. Of late there has been much ado over pro- 
posals of similar organizations for domestic marketing. 
If this could be effected, under proper control, sub- 
stantial economies might be realized.’ 

(b) There is, second, the demand for ‘‘collective 
research” in technique. It is proposed that the com- 
peting firms in an industry unite in maintaining an 
organization for the development of technique, the 
establishment of standards of technical performance, 
and the like. Technique is not developed as rapidly by 
competing firms as it could be by an institution sup- 
ported by all of them. The inability of the weaker 
firms to maintain research organizations is a serious 
check upon their “ability to pay” wages. This proposal 
seems very promising. Yet obstacles to its realization 
exist in the spirit of business enterprise, the public dis- 
trust of monopoly, and the attitude of the courts. 

(c) There is, third, the proposal of a “‘wages pool.” 
The object of this is to divorce the rate of wages from 
“the ability to pay” of the individual firm and to make 
it dependent upon ‘‘the ability to pay” of the industry 
as a whole. Its advocates would guarantee to all la- 
borers in an industry a fixed rate of wages; they would 
have this paid out of a ‘‘pool” maintained for the in- 
dustry as a whole; and they would require individual 
corporations to contribute to the ‘“‘pool”’ in accordance 
with some predetermined principle, say, so much for 
every unit of product. By thus making wages a “first 
charge” against the industry, an increased regularity 
and stability would be given to the wage rate.* Yet it 


2. It is evident that “collective marketing” involves some scheme for the allocation 
of production among the establishments in an industry. It is hard to see how the result 
could stop short of giving to an industry a larger measure of unification than bargained 
for. 

3. A nice problem requiring careful adjustment is presented in making the aggre- 
gate of all collections from corporations recurrently equal to the wages bill for the in- 
dustry. 
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is hard to see how this could add more than a small 
increment to wages unless the price of the commodity 
were raised or contributions were made to the ‘‘pool”’ 
out of public funds. At best it could only average out 
the abilities of the several firms to pay. Offhand it 
appears that it could not increase the aggregate of wages 
in an industry by more than the differential property 
incomes paid by the concerns making it up. 

(d) There is, fourth, the proposal of “financial unifi- 
cation.”’ The demand is for a united business manage- 
ment of an industry composed of establishments, each 
of which retains its technical staff. Its advocates would, 
as in the case above, have wages charged against the 
industry, rather than against its separate establish- 
ments. Many of them would have prices based upon 
the average, rather than upon the marginal, cost of 
production.‘ If the financial guidance were competent, 
it cannot be argued against the scheme that it is a mere 
device for collecting a subsidy from efficient establish- 
ments to maintain incompetent ones. But there are 
two serious obstacles in the way of this promising ven- 
ture. First, at best only the differentials of the better 
over the poorer establishments could be appropriated. 
Second, an attempt at their appropriation through 
“financial unification” would have to be compulsory. 
If the units composing the industry were left to unite 
by act of free will, there is no guarantee that the dif- 
ferential gains of the better establishments would be 
devoted either to raising wages or to lowering prices. 
If ‘financial unification” were forced upon them, seri- 
ous questions of law and of the equity of established 


4. The advocates of this scheme sometimes forget that if prices are based upon “ the 
average cost of production ” the surplus made up of the diff tials obtained by basing 
it upon “‘ the marginal cost’ will not be available for paying higher wages. This surplus 
may be distributed between the wage earners in an industry and the consumers of its 
products. It cannot be awarded to both of them. 
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incomes from property would be raised. Such ques- 
tions might be solved; but for the moment their very 
existence and the vested interests in their remaining 
unsolved are almost insuperable obstacles to an adop- 
tion of the scheme.*® 

(e) There is, fifth, the demand for ‘‘collective pro- 
duction.”” Since “‘collective production”’ is impossible 
without “collective finance,” it involves a rather com- 
plete unification of the industry. For that reason it is 
discussed in its proper place just below. 

5. More drastic still is the demand for a complete 
unification of the industry. The rate of wages has, 
among other antecedents, the prevailing organization 
of an industry as an aggregation of competing units 
(modified by some semblance of unity for price-making 
or other purposes) under business control. Under an- 
other form of organization wages might be higher or 
lower; almost certainly they would not be, collectively 
and severally, what they are now. The demand for 
“‘the organization of an industry”’ finds expression in 
an increasing number of proposals. The possibilities 
of these daring attempts to discover funds available 
for wage increases are indicated in the following dis- 
cussion of the three most common proposals. 

(a) The simplest proposal is “‘monopoly,’’ the merger 
of the units of an industry into a single joint-stock com- 
pany, with a “business organization” and under “pri- 
vate control.” This would enable savings incidental 
to collective marketing, collective research, a wages 
pool, financial unification, and collective production, 
to be made. In addition it would permit economies 


5. In long-time terms the proposal is more promising. In particular it might be 
very useful in industries in which production in increased quantity entails higher costs. 
For an increased demand and a “lower margin of cultivation,” utilization, or fabrica- 
tion would create differentials which might be disbursed in wage increases in the indus- 
try. This, of course, would be equivalent to giving to its laborers increased property 
rights in an industry. 
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from the careful distribution of establishments within 
an industry. It is evident that such economies, if 
realized, could be made to yield a substantial surplus. 
Yet the proposal is not convincing. While economic 
opinion is coming to look less favorably upon the benefi- 
cence of competition, the superior efficiency of monopoly 
is still unproved. The distrust of the public for this 
type of organization is not likely to be allayed until we 
devise more effective agencies of control than we now 
possess. Finally we have not yet reached the point in 
cosmic evolution where those who organize monopolies 
find their primary incentive in a desire to raise wages. 

(b) A proposal advocated more enthusiastically by 
those who wish to raise wages is “nationalization.” 
Its advocates claim not only that it will realize all the 
economies promised by monopoly but that in addition 
it will provide a solution for the problem of control. 
In spite of experience with nationalized industries in 
various countries, the question still remains a specula- 
tive one. Of late some work has been done in breaking 
it up into specific questions about changes in the or- 
ganization of an industry. Altho this work is very 
promising, research and experience have not yet re- 
duced it to terms calculable enough for judgment upon 
the effects upon an industry of so sweeping a change in 
the form of its organization. When the change is made, 
it will cut athwart too many habits and usages of the 
business system to make the surplus inherent in it 
immediately available. 

(c) Of late a demand for ‘“‘worker’s control” or for 
‘joint control” has found expression in an increasing 
number of proposals. It has been suggested that the 
management of a unified industry be entrusted to the 
joint control of representatives of owners and workers, 
of workers and consumers, or to the exclusive control 
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of workers. Its advocates claim for such a scheme all 
the advantages and freedom from all the disadvantages 
of monopoly and of nationalization. It is superior to 
monopoly in that: (1) It will save the morale of labor 
which under “capitalism” is a ‘‘wasting asset”; (2) 
It will utilize in management the experience and intel- 
lectual resources of labor which now go to waste; and 
(3) It will adequately safeguard the interests of the 
public. Its merits overtop nationalization in that: 
(1) It will avoid bureaucracy; and (2) It will through 
organization in the form of a joint-stock company 
avoid a radical break with existing institutions and 
usages. Despite the promise of such schemes, their 
proposals are too new and too little understood to be 
fairly weighed against the present system. It is only 
when analysis, the accumulation of fact, and detailed 
restatement have reduced these blanket proposals to 
specific constructive measures that a judgment upon 
them will be possible. It is, however, more than possible 
that in the fullness of time (which no one is willing to 
wait for) economic research may turn these vague pro- 
posals into an acceptable program for accumulating 
surpluses available for wage increases. 

6. This suggests a proposal of a far more scientific and 
a far more revolutionary kind. It is that there be estab- 
lished institutions for research in economic organization 
and for the development of the economic arts. Scien- 
tific procedure in the development of the industrial arts 
no longer requires argument. But so prone are we to 
regard the arrangements which make up the economic 
order as “‘natural,’”’ or as the deliberate selections or 
“survivals” of a long process of ‘‘trial and error,’’ that 
we think little of subjecting them to scientific scrutiny. 
Our economic order was never deliberately contrived. 
It emerged as the result of the attention given by many 
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men to the small matters of their own concern. The 
constant changes which are occurring in it are by- 
products of attention to particular interests and specific 
problems. Of late the case for research organizations 
to accumulate ‘‘the facts” about the industrial system 
has become more convincing. But something more is 
possible. There might be research organizations with 
competent personnels who were able and willing to 
examine proposals for economic change quite disin- 
terestedly. They might by analysis, criticism, the 
accumulation of fact, and interpretation, translate 
vague proposals of changes in economic organization 
into constructive propositions. This they could do 
without commitments for or against the proposals con- 
sidered. This would make possible valid judgments 
upon such matters. It would be a significant step in 
the substitution of ‘reform by method” for ‘‘reform 
by agitation.”” The advance in the state of the indus- 
trial arts is coming to rest upon scientific method. The 
“backwardness of the economic arts” might be over- 
come by a like attack. 

V. The mere existence of these potential surpluses 
does not automatically raise wages. That result is also 
contingent upon the ability of the wage earners in an 
occupation or industry to command them in competi- 
tion with other groups. Of the many factors affecting 
the competitive strength or weakness of the group of 
wage earners in an industry, the following seem to be 
of the greatest importance. 

(A) The factor most often stressed is the relative 
scarcity of laborers who can do the work of the industry. 
A rapidly increasing native population, a large immi- 
gration, a reduction of tasks to routine, an easy admis- 
sion to an occupation, and kindred factors tend to 
defeat wage earners in their attempts to appropriate 
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these surpluses. Conversely a static native population, 
an arrested immigration, a detailed differentiation of 
tasks, a rigid requirement for admission to a craft, and 
similar elements tend to aid their struggle. All of these 
have received adequate attention and require no de- 
tailed discussion here. 

(B) A second factor is the unit used by the laborers 
for bargaining purposes. If the rate of wages appears 
in separate contracts between a corporation and each 
of its employees, the wage earners in an industry will 
have less power to claim these surpluses than if they 
act as a unit for bargaining purposes. If the laborers in 
an industry are organized and the employers are not 
they will possess far more power over these surpluses 
than if the employers are organized and they are not. 
The institution of collective bargaining has received 
scant attention in reputable economic theory. But it 
finds adequate expression in the growing body of theory 
which is being built up incidental to ‘‘the labor prob- 
lem” and requires no detailed formulation here. 

(C) A third factor is the strategic importance of the 
industry in which the laborers are engaged. Wage 
earners in industries of growing importance have a much 
better chance to appropriate these surpluses than la- 
borers in industries of declining importance. In a 
developing industrial society there appear periodically 
occasions upon which an industry of high strategic 
importance can command additional revenue at the 
expense of the consumers. If the laborers within the 
industry have a strategic position, they can divert a 
large part of this surplus into higher wages. If all in- 
dustries were to be organized and if laborers in the more 
strategic industries were to keep their ranks intact 
against the invasion of laborers from less strategic in- 
dustries, the pecuniary returns due to the strategic 
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position of these industries in the economic system 
could be converted into differential wages for the la- 
borers in those industries.® 

(D) A fourth factor is the theory of wages held by 
those who bargain about wage rates. The importance 
of this factor is in direct proportion to its general neglect. 
If the representatives of wage earners in an industry 
believe that the rate of wages is fixed by a ‘‘natural 
law,” resting upon some such ultimate and immutable 
terms as ‘‘demand” and ‘‘supply,” they have little 
appreciation of the problem of raising wages. If they 
conceive of the productivity of labor, the ability of 
management, the efficiency of technique, and the 
efficacy of business organization as established institu- 
tions, they can make no use of improvements in these 
institutions in a program for raising wages. If they 
assume that wages can be raised only by raising prices, 
they limit themselves to the use of a single device. If 
they comprehend the many and varied sources from 
which an increase in wages may come, and if they can 
make skillful use of devices for tapping these sources, 
they will be equipped to formulate a comprehensive 
and progressive program for raising wages. To repeat, 
one of the most important terms in the theory of wages 
is beyond peradventure the theory of wages held by 
those who formally make wage rates. 


6. One of the most interesting questions presented by the possibility of the organiza- 
tion of all industries is the principle of wage payment. It is entirely possible that la- 
borers would be paid, not in accordance with ability, experience, or application, but in 
keeping with the strategic positions of the industries which they served. Such a situa- 
tion, however, would not be new. To cite a single example, laborers of equal native 
gifts and application are rewarded differently because they work under different eco- 
nomic systems or choose to be born in different centuries. In fact such differentials are 
at least pertinent factors in the explanation of all wage rates. For so long as we talk 
vaguely about the relationship of wages to ability, skill, and application, but have no 
standards for testing these qualities (except wages, which involves reasoning in a circle, 
and a very short one at that) we cannot escape the fear that the current wage structure 
is full of such differentials. The problem of justice between laborers in different occupa- 
tions and industries is probably as far from solution with us as it would be under a 
system in which all industries were organized. 














608 QUARTERLY JOURNAL OF ECONOMICS 


VI. The rate of wages in an industry may remain 
nominally the same and still be increased if its purchas- 
ing power is increased. Winning a nominal wage is 
only one-half of the process of gaining a living. To 
complete it the laborer must take his wage to market 
and exchange it for goods and services. His real wage 
is as intimately dependent upon the terms of that ex- 
change as it is upon his nominal earnings. Or, more 
briefly, the prices of commodities are one-half of the 
problem of wage rates. Only a cursory account of the 
sources of an increase in real wages through lower prices 
is possible here. 

(A) The most obvious source of such an increase in 
real wages is a decrease in the prices of goods which 
are means to the laborer’s well-being. All of the sources 
of an increase in the nominal wage enumerated above 
(IV) are, with the exception of the device of taking the 
increase out of the consumer (IV, A, 1), sources of lower 
prices. Of particular importance are those which con- 
duce to an increase in the resources of production. All 
of these surpluses may, instead of being used to raise 
wages in the industry, be devoted to lowering the price 
of the commodity to the consumer. 

(B) The increase in real wages through lower prices 
may be accentuated by a diversion of productive re- 
sources from other uses to an increase in the commodi- 
ties which are articles of importance in the laborer’s 
budget. In part this can be effected by the elimination 
from production of waste goods, as, for example, the 
materials of competitive national armament; and in 
part by diverting to the production of essential com- 
modities resources now used for the fabrication of 
luxuries. The latter can be aided by all those measures 
which tend to a more equal distribution of wealth. 

(C) The real value of the nominal wage may be ap- 
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preciably increased by an elimination from the laborer’s 
budget of expenditures whose object is the avoidance of 
ill-being. The dubious expenditures for curative drugs 
and medical services and the excess in the insurance 
rate due to the hazards of the occupation are examples 
of such expenditures. The development of sanitation, 
the growth of preventive medicine, and the movement 
for safety, which tend to decrease such expenditures, 
add substantial increments to the laborer’s income. 

(D) The real value of the nominal wage might be 
materially increased if stability were given to its pur- 
chasing power. The wants of the laborer’s household 
are regular and recurrent; his income should possess 
the same characteristics. At present the nominal wage 
is at the mercy of a vacillating system of prices and a 
capricious unit for the measurement of market values. 
A real “‘stabilized dollar” would be tantamount to a 
substantial increase in wages. 

VII. The laborer’s wage falls into two distinct parts. 
The first is the nominal wage, converted into a real 
wage through purchases of commodities and services. 
The second consists of goods and services which, under 
prescribed conditions, are at the laborer’s disposal. 
There are two sources of this free income, each of which 
requires passing mention. 

(A) One is the establishment employing the laborer. 
Facilities for recreation, the benefits of a health service, 
and opportunities for industrial training are among the 
many services offered to an increasing number of la- 
borers by the concerns employing them. Some of these 
“‘welfare services” owe their establishment to manage- 
ments who were convinced that they would pay. Others 
rest upon the ephemeral basis of attempts to avoid 
taxes. In such cases the value of the service was re- 
garded as at least equal to the excess in cost over the 
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amount that otherwise would go into taxes. For the 
future there is every prospect of an increase in the scope 
and number of such services.’ 

(B) The other is the political community of which 
the laborer is a member. The free use of parks and 
libraries, free schools for his children, access to a public 
health service, and doles for unemployment are typical 
examples of economic services offered by the state to 
the laborer. Through them the real wages of labor 
have been materially increased in the last twenty years. 
These items, too, are among the most important in the 
laborer’s budget. Such increases eventually entail little 
cost upon the community; for educational opportuni- 
ties, the supervision of health, and like expenditures will 
pay for themselves in the next generation. Immediately 
they do impose a cost and this cost is the most effective 
limitation upon their extension. Since they are paid for 
by taxation, which falls only in part upon laborers, 
they do constitute a net addition to wages. To the ex- 
tent that such taxation meets the canon of “‘ability to 
pay,”’ the smaller is the burden upon laborers and the 
greater the addition to real wages. An increase in the 
political power of wageearners argues for an enlargement 
and extension of such community services in the future. 

VIII. This discussion of the sources of an increment 
in wages leads inevitably to a general theory of the 
determination of a wage rate in an industry. The initial 
problem of how real wages can be raised requires the 
elaboration of such a theory and the discussion above 
supplies all the material that is needed for it. Such a 
theory, quite inchoate as it is, is given a tentative state- 
ment in the propositions which follow. 

(A) The sources of an increase in a wage rate are the 

7. Itis frequently argued that such services do not constitute a net addition to wages, 


since they are paid for by subtractions from nominal wages. This argument has not 
been proved and is highly improbable. 
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sources of the basic rate. The argument above has 
shown the conditions under which a wage rate in an 
industry can advance. By implication it has also shown 
why it remains at its present figure. The factors upon 
which both the higher and the lower rates rest are the 
same. They differ because of quantitative differences 
in one, a number, or all of these factors.® 

(B) It is, therefore, possible from the discussion 
above to list the factors upon which a rate of wages de- 
pends.’ The outline of the principal factors given below 
can be elaborated to any requisite length from the argu- 
ment above. The rate of wages in an industry or oc- 
cupation is dependent upon the following factors. 

1. The nominal rate of wages. This rests upon: 

(a) The position of the industry or occupation as 
regards (1) the price and cost situation; (2) the state 
of the industrial arts; and (3) the state of the economic 
arts. To reduce the formula to manageable terms each 
of these must be broken up. Thus the state of the in- 
dustrial arts includes the respective states of labor, 
management, technique, industrial equipment, and the 
organization of the plant. Thus the state of the eco- 
nomic arts includes such conventions as the guidance 
of industry by business, the organization of an industry 
as a series of competing establishments, the placing of 


8. The skeptically-minded reader may, for further illustration, work through the 
problem of a decrement in the wage rate. The lower rate will be found to differ from 
the current rate because of quantitative differences in the factors mentioned above. 
The math tically-minded reader may, if he chooses, state the problem as why in in- 
dustry R wages are $M rather than $M + N a week, or what are the conditions under 
which wages at present $M can be increased to $M + N a week. He may regard the 
basic rate of wages as composed of a series of increments and follow this up working 
through the formula again and again, using successively $M and $M — WN a week, 
$M —N and $M — 2N, $M —2N and $M —3N, etc. It is only fair, however, to 
warn the latter that the process through which a wage rate has come to be what it is 
cannot accurately be represented by the series into which a mathematical entity can 
be broken up. 

9. Of course the discussion above has not revealed all the factors. To supply those 
missing and to resolve and reresolve those given into all their detail would be an inter- 
minable task. However those mentioned are numerous and typical enough to indicate 
the nature of the problem. 
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the labor charge against the establishment rather than 
against the industry as a whole, and the like. 

(b) The relative ability of wage earners to command 
income in competition with other groups. 

2. The purchasing power of the wage. 

3. The goods and services which fall outside the 
nominal wage. 

(C) The specific factors upon which the rate of wages 
in an industry or occupation rests are customs, habits, 
practices, institutions, or, if you please, arrangements. 
Typical examples are the current values set upon natural 
resources, the state of industrial technique, the practice 
of absenteeism, and the institution of charging wages 
up against a corporation rather than against the indus- 
try asa unit. Or, to put it differently, the theory here 
stated is institutional. 

(D) The wage rate and the factors upon which it rests 
are all variables.' It is subject to a constant process of 
increment and decrement. The increase accrues be- 
cause of an increase in one, a number, or all of these 
factors, or because of an improvement in the bargain- 
ing powers of laborers. The decrement appears because 
of a decrease in one, a number, or all of these factors, 
or because of a decline in the bargaining power of la- 
borers. The making of the wage is a process; it is 
constantly being redetermined in terms of the imping- 
ing factors. 

(E) The factors upon which the rate of wages rests 
are all of them in their respective degrees subject to 


1. The realistic terms of this formula are still so abstract that it is difficult to ap- 
preciate even from the above account how variable they are. It is only when one has 
worked the formula through in terms of a specific industry that he realizes their vari- 
ability. But the doubt is eliminated when, to cite the single example of the British coal 
industry, these abstractions become laborers too provoked with “ private enterprise” 
to give their best, managers too poorly paid to be efficient if they would, inspectors far 
too few in number for the task, engines and cages of obsolete patterns, and the sprawl- 
ing organization of establishments within the industry. 
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human control. This characteristic is too important to 
be passed without a word of comment. 

1. There are limits to the conscious control to which 
each will respond. The indisposition of consumers to 
pay is a limit upon wage increases through price ad- 
vances; the cost of replacement of equipment retards 
the rate at which technique develops; and the faith of 
the public in competition arrests economies through 
the unification of an industry. This is inevitable, since 
these factors mutually impinge upon each other in a 
developing industrial system. 

2. These factors differ in the nature of the groups to 
whose control they respond. A single corporation can 
increase the efficiency of its management; the de- 
velopment of technique can be controlled by an or- 
ganized industry, but not by the average establishment 
within it; a change in the form of the organization of 
an industry involves an appeal to the public. A trade 
union may raise the nominal rate of wages in an indus- 
try, but it is only as a part of a larger consuming public 
that it can increase the purchasing power of the nominal 
wage. 

3. These factors differ in the immediacy of the re- 
turns which control makes possible. The returns from 
an increase in price are immediate; those from a de- 
veloping technique slow but cumulative; those from 
“‘the liquidation of ownership” more than a generation 
away. 

4. The factors subject to control are limited in num- 
ber by the attitudes of the groups who can control 
them. Ignorance of the economic order or a concep- 
tion of it as part of the world of nature makes intelligent 
guidance impossible. As the knowledge of economic 
organization increases and as the institutions which 
make it up receive detailed attention, there will be an 
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increase in the number of factors which those who are 
concerned with wage rates regard as subject to control. 

(F) If the factors upon which the rate of wages in an 
industry rests are institutions, if they are variables, and 
if they are subject to control, there can be no “‘natural 
rate of wages.” All rates of wages are artificial, tho 
all are not authoritatively determined. 

(G) The theory presented here may be called ‘“‘a 
functional theory” of the rate of wages. The term 
means that the rate of wages in an industry or occupa- 
tion is a function of the pecuniary, technical, and eco- 
nomic factors which impinge upon it. Since these 
factors vary in quantity from industry to industry the 
theory is functional rather than numerical. 

(H) In its most general statement this theory makes 
the rate of wages a function of all of these impinging 
factors. In this form it is too iong and too complex to 
be used. This bewildering complexity, however, is lost 
when the use to which it is to be put is noted. For any 
wage rate at any particular time certain of these factors 
will stand out as all-important, others as of less impor- 
tance, and the rest as of negligible account. In this 
abridged form it has the selected character of all causal 
explanations of social phenomena.’ 

(I) This theory can be put to use only when its 
abstractions are converted into the less general terms 
descriptive of a particular wage rate. The factors 
enumerated above, and even more their constituent 
elements, vary from industry to industry and from 
occupation to occupation. Factors of importance in 
shaping one wage rate are negligible in their effect 
upon another. Factors common to many wage rates 

2. Even such an abridgment will not satisfy those who seek economic verity, who 
know that a formula to be true must be simple, and who crave truth that can be re- 


duced to italicized principles. Its defense must be that it is specific and realistic enough 
to be usable. 
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differ widely in their influence upon these rates. It is 
only by a reduction of these factors to quantitative 
terms that this functional theory can be converted into 
a numerical formula explaining a specific wage. 

IX. Thus it is that a wage rate in an industry or 
occupation is determined. Thus it is that many wage 
rates in many industries and occupations are being re- 
made. Two questions remain. One is the relationship 
of wage rates to each other. The other is the relation- 
ship of wages to other shares in “distribution.” 

(A) The relationship of wage rates in different in- 
dustries and occupations provokes contradictory ex- 
planations. Many persons mold these wage rates into 
an orderly and unified structure. To that end they 
assume as a basis of “‘the wages structure” “‘a general 
rate of wages.” Particular rates paid in skilled occupa- 
tions are thereby compounded from ‘‘the general rate 
of wages”’ and an occupational or industrial differential. 
Others regard “‘the wages structure” as so sprawling 
and conglomerate that explanation can go no further 
than the particular rate of wages. A consideration of 
wages structures in different countries and under dif- 
ferent economic systems give evidence that wage rates 
mutually affect each other. A detailed study of wage 
statistics in a single country makes one skeptical alike 
of a basic rate and of well-ordered differentials based 
upon it. The truth is that there is a tendency towards 
uniformity throughout ‘‘the wages structure” and a 
tendency towards diversity.* The relationship of rates 

3. The trouble lies in the assumption, common to both groups, that a “cause” or 
“tendency”’ works to the exclusion of its antithesis. Economic causes and tendencies 
are conceived in absolute, not in relative, terms. The truth is that the economic order 
is filled with antithetical ‘‘causes” and “tendencies.” To cite a single example, the 
relationship of the rates which make up “the wages structure” cannot be explained 
without the assumptions both of the mobility and the immobility of labor. The ques- 


tion of the extent to which each prevails is one for quantitative determination. Because 
of this relativity of economic “causes,” “tendencies,” “forces,” and whatnots, economic 
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within “‘the wages structure” is to be explained in terms 
of these antithetical tendencies. 

1. There is at least the semblance of a tendency to- 
wards ‘‘a general rate of wages” and well-ordered 
differentials in ‘‘the wages structure.” This rests upon 
the following factors. 

(a) “Labor” is frequently regarded as a “fund” 
made up of homogeneous units. This conception makes 
it a standardized commodity. Accordingly in a market 
as fluid as modern industrialism offers it will be paid at 
a uniform rate. Differentials are, therefore, the neces- 
sary payments for a quantity in excess of, or a type 
above, the standard. There is at least a suggestion in 
the world of reality of ‘‘the funding of labor”’ so glibly 
achieved in many wage theories. Where the machine 
has reduced the great mass of tasks to routine one 
laborer is very nearly as good as another. And im- 
migration has given us a flood of human beings that 
approach the economic ideal of a standardized, ho- 
mogeneous, depersonalized ‘‘fund of labor.”’ 

(b) The mobility of labor tends to give order to wage 
rates. To the extent that laborers flock into the better- 
paying industries and occupations and avoid those less 
remunerative, the tendency is towards uniformity in 
wage rates. 

(c) The mobility of prices has been frequently re- 
garded as an active agent in equalizing wages in various 
industries and occupations. 

2. In spite of this tendency towards uniformity the 
rates which make up “the wages structure” tend to 
diverge. A great many of the factors upon which di- 
versity rests have been revealed in the discussion above. 


theory can do little more than enumerate the factors upon which the phenomenon to be 
explained rest. A statement in numerical terms must await the application of the 
theory to the particular problem. But this is straying from the theory of wages to the 
theory of economic theory and has no place here. 
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Some three of the more general of them will be specifi- 
cally mentioned. 

(a) ‘‘Labor” cannot be reduced to a fund of ho- 
mogeneous units. The requirements of various tasks 
are manifold and divergent. The aptitudes and ca- 
pacities of laborers vary tremendously. Neither the 
demands of positions nor the abilities of laborers to fill 
them are capable of being measured in terms of any 
common unit. Nor, without pressing faith into credu- 
lity, can we say that in the adjustment of men and jobs 
to each other these attributes get properly measured.‘ 

(b) “Labor” is to a very large extent immobile. 
Such conventions as the cost of opportunities for special 
training, commitment to a trade, unwillingness to move, 
and the inchoate organization of the labor market pre- 
vent the laborer from being always free to take the 
better chance. 

(c) The trade union, through restrictions upon en- 
trance to a craft and through collective bargaining, 
can secure for its members differentials which other- 
wise they would not possess. Such differentials rest 
rather upon the strategic position of the industry, its 
“ability to pay,” the strength of the trade union, the 
quality of its leadership, and the skill of its represen- 
tatives in discovering and tapping sources of wage 
increases than upon a calculation of the superiority of 
the work of the group of laborers in question over that 
of unskilled workmen. 

4. The use of the pecuniary unit, of course, begs the question; for if market ratings 
of laborers vary with their economic worths, some measure of economic worth must 
exist apart from market valuation. Even if laborers are perfectly free to take or leave 
whatever jobs they will and employers are as free to hire or to refuse to hire whom they 
will, it does not follow that the ratings which make up “the wages structure’’ correspond 
to those of personal economic worths. The assumptions of a common denominator of 
human capacities, of the laborer’s perfect knowledge of himself and the economic world, 
of his unadulterated pecuniary rationality, and of the instrumental character of the em- 


ployer’s judgment of economic worth, all 'y to so pl t a conclusion, are too 
great a tax upon economic faith for that. 























618 QUARTERLY JOURNAL OF ECONOMICS 


(B) The question of the relationship of wages to 
other shares in ‘‘distribution’” may be formulated 
either in specific or in general terms. 

1. In specific terms the question is that of the rela- 
tionship of a particular rate of wages to other incomes 
derived from an industry. Since a general elevation of 
wages involves an increase in particular wage rates it 
is in this form that the question is most relevant to 
the problem of how real wages are to be raised. In this 
form it has already been fully discussed in the argu- 
ment above. 

2. In general terms the question is that of the divi- 
sion of the whole of the income of society between la- 
borers and other claimants. As thus stated we must 
learn a great deal more about how wages, salaries, and 
the incomes from property in particular industries are 
determined before we can make an intelligent attack 
upon the principles underlying the division of the whole 
economic income between laborers and other sharers in 
“distribution.” For the moment this cosmic question 
must be left to the surmises and dialectic of the ro- 
mantic economists. 

X. At this point the discussion of the functional 
theory of the rate of wages properly ends. The dis- 
cussion above has been limited to an objective state- 
ment of the potential sources of an increase in a wage 
rate, to a theory of how a rate of wages in an industry 
or an occupation is determined, and to a discussion of 
the relationship of the various rates in ‘‘the wages 
structure” to each other. But, since the beginning of 
this inquiry lies in the specific problem of raising real 
wages, it requires for completion some application of 
the conclusions reached to the original question. For 
that reason a few cursory suggestions, all of them clearly 
implicit in the argument above, may be set down with- 
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out violence to the positive attitude which the writer 
has tried to maintain throughout. 

(A) This inquiry indicates that the prospects of 
raising wages are very promising. The rate of wages is 
always a man-made one; the factors upon which it rests 
are subject to control; the sources from which an in- 
crease can come are many and varied. Most of these 
sources will yield immediately only small amounts in 
comparison with the total wage bill for an industry. 
Many of them together can be made to yield substantial 
additions. More important still, most of these sources 
promise under proper guidance to yield progressive 
additions to wages. On the other hand this inquiry 
gives little comfort to those determined to effect a sub- 
stantial increase in all wages immediately. It reveals 
the presence of no coming economic millennium. 

(B) The number of questions relative to a wages 
issue is very large. Investigating committees, boards 
of arbitration, and other parties charged with an im- 
mediate determination of wage rates cannot limit their 
attention to the mere facts about the cost of living, 
wages paid in competitive establishments, and the 
superficial showings of the balance sheet. They must 
take account of a whole range of facts usually regarded 
as beyond the pale of wages theory and thoroly canvass 
the potential sources of an increase in wages. It is 
even more necessary for officers of trade unions, con- 
cerned as they are with the formulation of long-time 
wages policy, to take account of the number and variety 
of the factors affecting the rate of wages. 

(C) The factors upon which the wage rate in an in- 
dustry rests are subject to very different ‘‘controls.” 
The trade union as an institution for collective bar- 
gaining, the trade union as an organization for the for- 
mation of social policy, the professional men who are 
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‘“experts”’ in the industrial and economic arts, the mass 
of consumers, and that mythical personality called ‘‘the 
general public,” all have their respective spheres of in- 
fluence. Each of these has its finite control over a 
limited number of factors, tho the range of the conscious 
control of each is larger than is usually supposed. 
Finally, some of these factors and even more their 
aggregate, await the development of new instruments 
of control. 

(D) In its demands for higher wages ‘‘organized 
labor’ cannot be indifferent to the sources from which 
the increment comes. On grounds alike of equity and 
of strategy the practice of claiming from the employers 
higher wages and allowing them to find the surpluses 
where they will is to be condemned. The alternative 
of careful attention to sources involves, on the part of 
the representatives of ‘‘organized labor,’”’ a knowledge 
of the industry in its many ramifications, a careful and 
consciously formulated program, and scrupulous at- 
tention that the funds come from the predetermined 
sources. This involves an increase in the number of 
factors in industry over which ‘‘organized labor’’ exer- 
cises some measure of control and a larger responsibility 
for the conduct of business that it has been willing to 
assume in the past. 

(EZ) In attempting to raise wages ‘‘ organized labor” 
should make a sparing use of the obvious device of put 
ting the burden upon the consumer. In practice this 
device should be subject to some such restrictions as 
these. 

1. It may properly be used to raise wages in an oc- 
cupation or industry to a sum adequate to a decent 
living. This sanction rests upon a classification of ‘“‘a 
decent wage” as ‘‘a necessary cost of production” and 
an ethical principle (arbitrarily assumed if you will) 
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that the consumer of the product of an industry should 
pay the costs essential to its production. 

2. It may properly be used, if the cost of living is 
advancing, at least to the extent of returning to the 
nominal wage the purchasing power of which it has been 
robbed by an advance in prices. 

3. While there may be other cases in which its use 
is warranted, as, for example, to attract into an occu- 
pation men possessed of an adequate degree of skill, 
these should be very few. Every case of this type should 
be regarded as an exception and should stand upon a 
positive justification. 

4. Its general use is likely to defeat its own object. 
A single union can raise wages by passing along the 
burden to the consumer. [If all trade unions use this 
device, the net gains will be smaller than the gross 
gains, since the members of various unions purchase 
each others’ products. The net gains are likely to come 
largely from unskilled labor, the group least able to 
pay. If all laborers, skilled and unskilled, organize 
and ali piay this game, the net gains will be limited to 
the small returns paid in advanced prices by consumers 
who are not laborers. In an industrial society im- 
perfectly organized this policy may be sound strate- 
gically (whatever be its ethical merits) for a single 
trade union. It is difficult to see how it can command 
the approval of an organization purporting to represent 
“all wage earners.” 

(F) A certain source of wage increases is to be found 
in an improvement of the industrial arts. The tech- 
nique, organization, and equipment of the great ma- 
jority of plants in every industry fall below proper 
standards. The efficiency of labor and of management 
alike is subject to improvement. Through the elimina- 
tion of wastes surpluses of unappropriated income can 
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be built up. Other income receivers will seek to ap- 
propriate these surpluses. ‘‘Organized labor’’ can set 
for itself the task of diverting to the payment of higher 
wages as much of this “‘free income” as possible. Such 
gains are all net. They cannot be dissipated through 
increases in the prices of products. 

(G) If ‘organized labor” will adopt a long-time pro- 
gram still more substantial gains are possible. The 
great difficulty about immediate pressure for increases 
in wages is that, by threatening ‘‘established incomes,” 
it arouses violent opposition. There are many future 
incomes which have no present owners and no current 
market values. These mean little in the present econ- 
omy of the individual or the corporation. They mean 
much in the longer life of the community, since they 
are but a generation or two away. ‘Organized labor” 
can afford to lay claim now to increments of income 
maturing twenty, forty, or sixty years in the future. 
Two possibilities of this kind are incomes accruing from 
advances not yet made in the industrial arts and the 
freeing of an industry from the costs of ownership a 
generation hence. 

(H) The leaders of ‘organized labor” must remem- 
ber the large number of factors upon which the rate of 
wages depends over which as a militant organization 
they can exercise no control. They need to throw the 
weight of the largest single group in industrial society 
in favor of changes in habits and institutions which will 
give to industry an improved organization, lead to the 
development of our “backward” economic arts, and 
increase the funds out of which all incomes are paid. 
Many suggestions of a social policy for raising wages 
are implicit in the discussion above. Here some four of 
them will be mentioned. 

1. There must be no indifference to the goods and 
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services which fall outside the nominal wage. The re- 
lief of unemployment, compensation for accidents, the 
supervision of health, and educational opportunities 
are important items of income. Altho the laborer does 
not possess over them the direct control he has over his 
nominal income, the benefits from such services are 
lasting, reaching quite literally into the third and fourth 
generation. 

2. It must be remembered that there are only two 
ways to increase the material welfare of laborers. One 
is at the expense of other groups in the community; 
the other is through an increase in the wealth out of 
which all incomes are paid. The first of these has very 
definite limits; the second is capable of gradual ex- 
pansion. The discovery, conservation, and utilization 
of human resources; the improvement in the quality 
of management; the development of technique with its 
increased power over ‘‘natural resources’; the expan- 
sion of industrial equipment; and the perfection of the 
internal organization of establishments are all problems 
of significance to wage workers. They should support 
every measure tending to an improvement in the state 
of the industrial arts. 

3. The problem of finding a better unit than the cur- 
rent dollar for the measurement of values and of reduc- 
ing the extremes of the business cycle are of peculiar 
importance to laborers. The vacillation in prices at- 
tending an unstable dollar cause a large part of the 
energies of ‘“‘organized labor” to be spent in securing 
nominal increases in wages which merely preserve their 
purchasing power. The recurrent periods of depression 
and unemployment attendant upon the business cycle 
cause trade unions to have to make periodic fights under 
unfavorable conditions for the retention of wage in- 
creases secured upon the upward swing of the cycle. 
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Freed by the solution of these two problems from per- 
petual concern with maintaining wages, organized labor 
can with confidence address itself to the task of raising 
wages. A positive program of aggressive action can 
replace a negative one of passive defense. 

4. Of greater importance, because more generally 
neglected, are the problems associated with the develop- 
ment of the economic arts. The stabilization of the 
dollar and the reduction of the rhythm of the business 
cycle are problems of this kind. Others concern the 
discovery and utilization of motives to industrial ac- 
tivity, the reduction of payments for property services 
to a minimum, the more efficient correlation of the busi- 
ness units within an industry, the elimination of eco- 
nomic waste, and the subordination of business to the 
production of wealth. ‘‘Organized labor”’ very properly 
frowns upon proposals for exchanging “‘capitalism,’’ if 
that is what the prevailing order is, for a hand-me-down 
substitute. It cannot afford to become committed to a 
belief that the prevailing order, or any of the many 
arrangements which make it up, is a finality. Very 
properly it should be wary of ‘‘reform by agitation.” 
But, on the contrary, in its own defense it must give 
its whole-hearted support to research in the principles 
of economic organization and to agencies for the de- 
velopment of the economic arts. 

(J) Finally, there is no panacea for raising wages. 
There is no formula for a wage increase which will con- 
vert itself automatically into a program of action. 
“The wages structure” is to be elevated by advances 
in the specific rates which make it up. The increase in 
each of these rates must depend upon a procedure based 
upon an understanding of the factors upon which it 
rests. It requires a detailed appreciation of these fac- 
tors in quantitative terms. That procedure must con- 
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stantly be changed since these factors refuse to abide in 
repose. No theory of wages is a substitute for an in- 
telligent attack upon a specific problem. The value of 
the theory presented above, if it has any, is in supplying 
an approach which will enable such attacks to be made 
more intelligently. 


Watton H. Hamitron. 


AmHERST COLLEGE. 
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SUMMARY 


Two groups of investigators of the relation of the workers to their 
work, 626. — Both fail to emphasize certain subtle factors of shop lore, 
627. — Individual makers of “whole articles’? never as common as is 
sometimes assumed, 627. — In the few authentic cases the work was 
not especially inspiring, 627. — Nail making, 628. — Pottery, 628. — 
Current use of the words “skilled,” ‘semi-skilled,’ and ‘laborers,”’ 
631. — Importance of ability to prejudge effects of processes, 632. — 
Knowledge of qualities and conditions of materials, 632. — Knowledge 
of preceding operations, 633. — Ability to manipulate large pieces, 634. 
— On minor jobs there are many situations that require adjustments and 
judgment, 635.— The casual onlooker seldom appreciates the skill 
required in apparently simple operations, 636. — Accurate analysis and 
description of operations needed, 639.— Entrepreneurs found early 
craftsmen no more ready to meet their problems than does the modern 
business man, 642. — Problem of building up an organization largely 
one of training workers, 643. 


A GENERAL article on the subject of skill would have 
no place at this time were it not for two wholly dif- 
ferent group investigators, each group bringing its find- 
ings to bear upon modern industry. There is, first, a 
group of careful scholars interested in securing better 
occupational descriptions. For the time being emphasis 
is laid by them primarily upon the actual operations 
performed. Only after better specifications are se- 
cured for the work itself is consideration given to the 
personal qualities of the worker, such as intelligence 
and judgment. 

The second group of students hope, by going into in- 
dustry, to describe in terms of first-hand experience the 
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effect of shop work upon the worker. Each group has 
felt it necessary to see a large number of jobs and in- 
dustries under varying conditions. Obviously, there is 
much to be said for finding out what has made for suc- 
cess in persons engaged in particular occupations. The 
investigator must guard, however, against explaining 
too much by the particular bias which brings him to 
the problem. 

It is because both groups are failing to emphasize 
some of the more subtle factors of shop lore and shop 
experience that I have attempted to point out some 
aspects of ‘‘skill” easily overlooked. 

The discussion of the effect of shop work is by no 
means new. Since the time of Sismondi there has been 





much in non-technical literature concerning the dis- /“ 


appearance of skill in manufacture. The statement is 
made that the division of labor has broken up occupa- 
tions until one can no longer find the interest or skill 
possessed by a workman who made the whole finished 
article. Still more frequent is the statement that the 
skilled trades tend to deteriorate into a series of me- 
chanical processes any one of which can be learned in 
a short time. In other words the workman is pictured 
as useful merely to remain on guard to start and stop 
machines. 

Going back to the records of the early period, with 
the exception of a handful of custom trades, some ar- 
ticles of ornament, and the products of a few industries 
in scattered areas, it is difficult to unearth many really 
interesting articles made and finished wholly by the 
same workman. Even then, while we are quoting the 
‘whole shoe,” (and I have looked vigorously and faith- 
fully for a range of similar illustrations), we must bear 
in mind that all “‘ whole articles’ were not as exceptional 
in themselves as the whole shoe. There were nail 
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makers, and harness buckle makers, and any number of 
makers of none too interesting ‘‘ whole” articles. 

Here is an account of the hand processes in nail mak- 
ing which will illustrate its minutae: ‘‘The rapidity 
with which nails may be made is illustrated by the fact 
that in two weeks a workman made 40,800 flooring 
‘clasps’ each of which was struck by a hammer weigh- 
ing 2 pounds twenty-five times, including the welding 
together of pieces of nail rods which had become too 
short to work. The number of blows struck amounted 
to 1,033,655; the rods were heated 43,836 times; a 
good example of rapidity, skill and minuteness.”’! The 
nail industry will serve as well as any to illustrate the 
type of labor which is not made interesting by the mere 
fact of the product being the entire article. We must 
bear in mind, too, that when one tries to build up the 
whole family of screws, and bolts and knobs, and 
wedges, that this class of article always bulked large in 
the total manufacture. 

On the other hand, wherever we have early records of 
the details of the shop, there seems to be little doubt 
that men specialized considerably. Many illustrations 
might be given, I take but one. In the potteries, in 
the time of Josiah Wedgwood, there was no assumption 
that men could do every operation. Wedgwood writes 
that he had not a man in his shop who could make a 
whole table plate. If one had not his positive statement 
on the subject, this record of his account books would 
indicate that hiring was done with special jobs in mind. 
The following is from Wedgwood’s account book as 
published by Jewitt.’ 


1. W. C. Aiken, in Birmingham Manufacturing Industries, vol. iii, p. 32. 
2. Liewellynn Jewitt, Life of Josiah Wedgwood, pp. 113-115. 
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1749. £ 2. d. 
Jany. 27. Hired Jno. Austin for placeing white, &c. pr.week 0 5 6 
Feb. 16. Hired Wm. Keeling for handleing ............ 06 0 
Feb. 20. Hired Wm. Cope for handleing & vineing cast 

RE eee er re eet re re eee 070 
March 8. Then hired Jno. Barker fr ye huvels ........ @0 5 6 
March 24. Hired —— Low for making Slip ............. 05 3 
March 26. Then hired George Bagnall, for fireing for this 

EIN sie incite 8 Aidan a Sodas Aids 05 3 
June 2. Hired a boy of Ann Blowrs for Treading ye lathe, 

I a silk 6 6c 69k > che siicnnsmesiocesiaus 02 0 

1751. Then hired Elijah Simpson for Turning, he is to 

IE Fitetirad a ccnndce ccuciwxceass 08 0 
Jany. 11. Then hired Saml. Jackson for Throwing * Sagers 
I IO 6 6 5.50.65 ods cesaatiasecnces 08 0 


Wm. Keeling spent his days putting handles on 
crocks, pitchers, and cups. He probably worked apart 
in a shed, as was usual in his time. Elijah Simpson 
worked at the lathe, which had been adapted in his 
own time to the uses of pottery. And when work was 
in the kiln Samuel Jackson had a keen enough eye for 
proportioning to be able to fill out the time forming at 
the wheel. Josiah himself would probably have had 
difficulty in getting away from the potter’s wheel had 
it not been for the illness which paralyzed his leg. 

Even when the worker can plan and produce the 
whole article, it must be borne in mind that cases of 
striking originality are not common. We have sur- 
prisingly few models of chairs evolved in the period of 
cabinet making. The model of a Chippendale, a Shera- 
ton or a Heppelwhite dominated a whole period and can 
be found influencing the models of every country from 
China to British Columbia. Marshall brings out clearly 

3. Note: Jewitt—‘“ A ‘thrower’ is the man who forms at the ‘potter’s wheel’ the 
vessel by hand from the moist clay. The ‘ball’ of clay being placed on the disc, the boy, 
or girl, employed for the purpose, turns the wheel quickly or slowly as occasion requires. 
By this means the disc is made to rotate horizontally and the ‘thrower,’ who is seated, 
forms the vessel by hand and by the aid of guides for shape which he has prepared for 


the purpose. The throwing, it will thus be seen, is the first and most important opera- 
tion in the forming of the vessels.” 
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the element of imitation in cabinet work. He says, 
“But it seems that there is very little truth in the 
opinion that all furniture, which has been made by 
hand, has shown traces of the individuality of the 
craftsman. Some of it did: and because it was good, 
it was defended from rough wear, and has come down 
to us almost unharmed. But in places where nearly all 
furniture is made by hand, there is much monotonous 
weary work, without interest or initiative. Thus a 
visitor to the Grédener Tal, in Tyrol, may find a nest 
of artists whose wooden statuary is sought for the adorn- 
ment of cathedrals far and wide; and he may come 
across a peasant, with hard hands, who loves hay mak- 
ing more than his winter work at wood carving, tho 
that is of high artistic excellence. But he may also 
find in the same neighborhood people who carve toys 
by the cartload, many of which are crude, ill-shaped 
reproductions of a pattern that has been set to them. 
An inquiry as to such a load evoked the answer: ‘ Be- 
fore our father died, he taught us to make horses like 
this, and we cannot venture on anything new.’ The 
horses’ necks were all bent in the same impossible and 
ugly curve.” * The person who undertakes to work out 
for us the social effect of the machine should not present 
Ya sentimental picture of an interested artisan group, 
original, inventive, and discriminating. In order to be 
suitable to machine technique there must have been 
operations requiring less discretion than others. Added 
to this, processes often were heavy, weary and repeti- 
tive. By isolating such operations and applying ma- 
chinery to the work it was necessarily the operations 
with least variety which were eliminated first from 
hand work. 

If there is a fundamental distinction regarding the 
method of working it would seem to be found, not in 
4. Alfred Marshall, Industry and Trade, p. 808, note. 
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whether the worker makes the whole of the article or a 
part of the article, but in whether the work is such that 
‘the complete design can be gradually evolved as the 
work proceeds.”” Fortunately, for the producer, most 
manufactured articles can be made from drawings. 
Every detailed measurement of the article can be worked 
out. Besides the drawing is as intelligible to the me- 
chanic as would be the machine itself. We must, there- 
fore, look for the problem of skill where the product or 
part constructed depends upon the certainty of the 
methods used rather than upon the origination of the 
actual design. 

Considering the glibness with which workmen are 
pigeonholed as ‘‘skilled” ‘‘semi-skilled” and “‘la- 
borers” in many industries, it is surprising to find little 
definition of what constitutes skill, or lack of skill. 
Every one takes it for granted that precisely what he 
means is understood by referring to a workman as 
possessed of “‘skill.” We still rate as of the highest skill 
those occupations which existed as trades before the 
modern factory era. No doubt some of the traditional 
gradations into skilled and less skilled occupations 
mean merely that the past lives on, despite the fact that 
the actual conditions which made the difference have 
long since faded from practice. More precise, in this 
particular, is the language of the shop. There is grow- 
ing up a long list of classified occupations, more or less 
definite in meaning, from one concern to another. Old 
terms, too, are tending to be modified. In a time when 
machine tools were more widely made in each plant, a 
tool maker was graded as the highest rank metal worker. 
Now ‘‘tool maker” is coming to be regarded as a gen- 
eral term, and a die maker describes a workman of 
unusual accuracy, precision, and fineness of judgment 
in metal work. 
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A long list of exceedingly complex factors are covered 
up by the lack of analysis of the term skill. Perhaps the 
most difficult phase of skill to comprehend is the knowl- 
edge and ability necessary not only to judge effects, 
after they have been produced, but to foreknow them. 
Frank J. Becvar gives an illustration of this kind in the 
clothing industry. ‘‘In hand pressing, the operative 
must be able not only to recognize the quality of the 
effect he has produced, but to prejudge this effect on 
each kind or texture of cloth and thereby know how to 
treat it.” * In more general terms Nasmyth writes: 
“The grand result of thoughtful practice is what we call 
experience. It is the power or faculty of seeing clearly, 
before you begin, what to avoid and what to select.” ° 
In the weaving of the pattern, the designer must know 
not only that one pattern will be suitable for one class of 
cloth and unsuitable for another, but he must dis- 
tinguish in advance between patterns which could be 
put on fine cloth, but could under no circumstances be 
suitable for a coarse fabric. While, therefore, to design a 
pattern a very slight knowledge of materials would seem 
requisite, actually a knowledge of the technicalities of 
materials is really necessary. 

In a like way knowledge of the effect of change in 
temperature or atmosphere is necessary. In many in- 
dustries atmospheric changes affect every operation. 
In the silk industry whether the operation be winding, 
knitting, or weaving, a change in moisture affects the 
breakage so seriously that only the most experienced 
workers are able to continue effective operation. Less 
marked, but with equally troublesome problems for the 
operator are the changes in paper caused by moisture. 
Nor is it easy to teach one exactly how to control such 


5. Frank J. Becvar, “A Method of Grading and Valuing Operations,” Annals, 
March, 1922, p. 16. 
6. James Nasmyth, An Autobiography, edited by Smiles, p. 148. 
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factors. In the plating industry, in cold weather, 
trouble is experienced with most solutions because of 
the crystallization of the salts. To the layman it might 
seem that the effect of this variation would be felt only 
in the rooms where the solution was used. Actually the 
slightest variation affects both machine and hand bur- 
nishing, since the irregularity of hardness makes finish- 
ing with a burnishing tool very difficult. 

Some operations require a knowledge of preceding 
operations. Even in the much discussed automobile 
assembly where men work in groups, each performing 
a separate operation, an assembling foreman writes: 
“Tf at any time one of the operators gets into trouble 
with his operations, the other men help him out until 
the trouble has been killed, thus preventing a delay to 
the job as a whole.”” Thus automobile assemblers know 
something of each other’s jobs. One wonders whether 
the change in machine assembly has been as marked in 
the direction of less interest in work as it has been in the 
direction of less annoyance. ‘‘ Before his (Maudsley’s) 
time no system had been followed in proportioning the 
number of threads of screws to their diameter. Every 
bolt and nut was thus a specialty in itself, and neither 
possessed nor admitted of any community with its 
neighbors. To such an extent had this practice been 
carried that all bolts and their corresponding nuts had 
to be specially marked as belonging to each other. Any 
intermixture that occurred between them led to end- 
less trouble and expense, as well as inefficiency and con- 
fusion, especially when parts of complex machines had 
to be taken to pieces for repairs. None but those who 
lived in the comparatively early days of machine manu- 
facture can form an adequate idea of the annoyance, 
delay and cost of this utter want of system, or can 
appreciate the vast services rendered to mechanical 














634 QUARTERLY JOURNAL OF ECONOMICS 


engineering by Mr. Maudsley, who was the first to 
introduce the practical measure necessary for its 
remedy.” ’ Again the operation may involve general 
knowledge of materials, or speeds, or tools. Besides 
this general knowledge, some work involves the making 
of many independent decisions such as are necessary in 
tool work or die making. In tool making the extreme 
accuracy necessary to do the work successfully is, of 
course, an important factor. Even when extreme ac- 
curacy is not required there is among workmen a persist- 
ent estimating of bench work as more skilled than 
machine work, a belief which is somewhat accounted 
for by the responsibility felt in making a large number 
of independent decisions. The rules which guide in such 
decisions are uncodified. A woodworker will discard 
board after board until he finds one suited to his pur- 
pose. The explanation he would give might be very 
inadequate to account for the selection and yet there 
would be an ungeneralized impression among wood 
workers that no amount of telling would lead an in- 
experienced person to any sureness of an equally ade- 
quate choice. 

In addition to responsibility for decisions the actual 
variety of operations performed is important. Pocket 
making is considered to be a very skilled operation. 
“The operative must know how to put in all kinds of 
pockets — flap, horizontal welt, vertical welt with inlaid 
facing, crescent shaped pockets, piped edges, patch 
pockets and the like.”’* ‘Out and out” work in box 
making is considered highly skilled tho it is made up of 
a series of operations no one of which is especially high 
grade. 

Ability to manipulate large pieces often puts the 

7. James Nasmyth, An Autobiography, edited by Smiles, pp. 131-132. 


8. Becvar, “A Method of Grading and Valuing Operations,” Annals, March, 1922, 
p. 16. 
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worker in a class by himself. In the making of porcelain 
vases in Japan Toichi outranks others. He was con- 
sidered an exceptionally skillful workman. He was 
said to be the only potter who could fashion the largest 
vases without the help of machinery. The Westing- 
house Company regards work done on a large product 
as of higher grade than similar work on small parts. 
Thus men on engine lathes fall into different classes 
according to the product worked upon. This is a rec- 
ognition of the value of the product which may be 
impaired by lack of care. The same consideration, 
accompanied by some customary recognition of prestige, 
accounts for paying a higher rate for seaming on high- 
grade blouses than for the same work on low-grade 
blouses. An interesting case of the recognition of the 
value of the product impaired occurs in the super- 
visory force of mechanical dental laboratories. ‘‘The 
head of the plaster bench earns less than a supervising 
rubber worker, and the latter earns less than the head 
of the gold workers.” ® 

Is it necessary to continue this list, adding work 
where special manual deftness is important or to cite 
the much longer list of small work where extreme ac- 
curacy is required? The elements already considered 
are not intended to be exhaustive. In fact, the listing is 
undertaken mainly to show that on apparently simple 
jobs there are many situations to meet involving ad- 
justments and judgments. On minor operations more 
“skill” is required than is currently assumed. Any 
plant can initiate a certain number of novices on many 
of its operations. There is, however, a limit to the 
number who can be initiated at any one time. A room 
full of operatives of so-called automatic machines with- 
out a generous sprinkling of older operatives would be 


9. Ruth Woodruff, “The Dental Laboratory, Mechanical Work and Training.” 
Unpublished report. 
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impossible to supervise. On many operations said to 
be learned in one or two weeks inquiry elicits the fact 
that with a longer period the worker becomes con- 
siderably more valuable. He learns to meet new situa- 
tions which arise from time to time. He learns more 
about the materials, and finally, he has set up for him- 
self danger signals which help him to anticipate many 
of the difficulties. 

It is not an accident that attention to foreman train- 
ing came in the war period when crowds of new work- 
men had to be initiated into shops in a short time. 
Many of our most serious delays in production came not 
on the highest grade work but in places where the 
management attempted to use untrained men. 

During the war we had a chance to act upon the 
theory that it takes little training or skill to do minor 
jobs; that in a few hours a new employee is as good as 
an old one. What happened? Only the foreman and 
production supervisors can really appreciate what was 
the task of oversight. Older workers would have met 
some situations themselves; other difficulties would 
have been anticipated; while still more problems would 
never have arisen. In peace time the proportion of in- 
spectors and supervisors to operators is actually not 
great; showing again the observation and attention 
given by men on detail work, as production advances 
through the shop. By contrast recall the crowds of 
inspectors in plants during the war. Increase in in- 
spectors was not confined to munitions plants but was 
part of the whole war problem of costs. Much of this 
inspection was made necessary by the fact that opera- 
tions normally controlled by experienced men on minor 
jobs produced parts that had to be detected after 
many other defective pieces had been run off by a new 
operator. 
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The tendency of a man who knows the work is to 
upgrade apparently simple tasks. Nasmyth recognized 
the demands made upon workmen in moving machinery. 
His commendation would be echoed by every shopman 
who has had to supervise such work. He says: ‘‘The 
village of Worsley, the headquarters of the Bridgewater 
Canal, supplied us with a valuable set of workmen. 
They were, in the first place, laborers; but like all 
Lancashire men, they were naturally possessed of a 
quick aptitude for mechanical occupations connected 
with machinery. Our chief employment of these so- 
called laborers was in transporting heavy casting and 
parts of machinery from one place to another. To do 
this properly required great care and judgment, in 
order that the parts might not be disturbed, and that 
the workmen might proceed towards their completion 
without any unnecessary delay. None but those who 
have had practical acquaintance with the importance 
of having skillful laborers to perform these apparently 
humble but in reality very important functions, can 
form an adequate idea of the value of such services.’ ! 

Going to the shop for a short time one can easily 
overlook factors which would become important in a 
longer experience. Frequently a machine process can 
be learned in a short time. To an onlooker the running 
of the »achines constitutes the job but an expert would 
take that for granted and be interested in some of the 
situations where it is possible to show the acquisition 
of fairly accurate judgment. Some of these factors be- 
come apparent whenever one attempts to actually find 
trade tests which will differentiate expert workmen from 
others less capable. Frequently the test really appears 
to be outside the actual job. For instance, the best 
inside lineman’s test in the army — that which really 

1. James Nasmyth, An Autobiography, edited by Smiles, pp. 216, 217. 
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differentiated workmen — was an outside wireman’s 
job. The fact is that a really good inside wireman does 
know something of outside wiring. 

We have swung quite far enough in depreciation of 
the ‘‘skill” of machine operators. Much of the swing 
is due to the fact that when one person uses the term 
“skill” he means variety of processes whereas another 
means knowledge of the capabilities of materials or 
expertness in tooling or chasing. If the issue were made 
definite every one would agree that ‘‘ Modern work is 
more narrowly specialized, in so far as the number and 
variety of the operations performed by a modern worker 
are on the average less than those of the elementary 
skilled handicraftsman: but it is less narrowly special- 
ized, in the sense that an operative, who has mastered 
the accurate, delicate and prompt control of machin- 
ery of any kind in one industry, can now often pass, 
without great loss of efficiency, to the control of similar 
machinery in an industry of a wholly different kind, 
and perhaps working on different material.” ” 

I am not attempting to discuss the problem of monot- 
ony or interest in work. What I am concerned in show- 
ing is that every decade has been one of change in the 
particular elements which made for skill. When the 
early carpenter spent much time with a saw ripping the 
parts he needed from heavy boards, he might have been 
a better sawyer than when he spent his time fitting 
panels or trimming moldings. In a period when there 
was nothing to guide the pressure of a tool on the piece 
of metal the slightest variation made an irregularity of 
surface that had to be touched up, and fitted by filing. 
In such a time an old workman might well describe 
another as being ‘“‘quite splendid with an eighteen 
inch file.” What was fine in the workmanship of this 

2. Alfred Marshall, Industry and Trade, p. 10. 
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period should be appreciated. I have no desire to 
underrate the accomplishments of early production. 
Even then, however, every workman was not a “‘best”’ 
workman. We hear much in these days of the workmen 
who cannot make their own “‘set up.”” Does any one 
think that every weaver in the household period was 
able to set up her own web in the loom? If so, he has 
read his history badly. Gaps in ‘‘skill” were filled in 
by the spirit of neighborliness and a half dozen looms 
in a half dozen cottages waited for the visit of a specially 
intelligent neighbor to help pick up the puzzling threads 
that arranged the pattern in the hedles. The same 
spirit of neighborliness, now, prompts workers to keep 
an eye on the new comer. A hint here, and an explana- 
tion there, helps tide over a learning period which is 
difficult for both worker and foreman. 

This brings us to the phase of shop work least ap- 
preciated. It is comparatively easy to learn to operate 
a machine. Much more subtle is the knowledge and 
control of the materials of trade. While we have really 
made headway in the standardization of certain proc- 
esses, much remains for research in the field of raw 
materials. Still more detailed should be the study of the 
control of these materials at different stages of manu- 
facture. There is here a real problem which should 
command the best thought of the many students who 
are now fooling themselves into thinking that they are 
passing as real workers in industry. To contribute any- 
thing valuable one would have to stay in an industry 
long enough to experience some of the later stages in 
learning, instead of the first thrills of a new environ- 
ment. It would be a measurable contribution if we 
could get some really thoro first-hand observing by 
persons capable of describing problems as well as 
the routine of processes. One who has come from the 
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shop goes wearily through the present writings on the 
subject describing, in a purely mechanical way, proc- 
esses of the utmost importance. From reading the 
following who would know that one of the most impor- 
tant processes in the box industry is being described. 


The operator has but to place the box in the center of the freshly 
glued wrap supplied to her on a rotating table by the gluer-off and 
place the box and wrap on the form the exact size of the box. This 
form drops automatically, passing brushes and rolls that press the 
wrap to the box, folding it at the corners and turning in the paper 
projecting at the top. Then the box is pushed out of the machine 
and the form rises to receive another box and wrap. 


Contrast with this the keenness of perception and 
the appreciation of the interrelation of manufacturing 
processes in this description from one who went to the 
shop thinking in terms of the problem instead of in 
terms of herself. 


One of the last operations in the making of a rubber shoe is the 
placing of the “upper’’ over the lining of the shoe. This piece of 
rubber is not vulcanized and ts condition may vary greatly, accord- 
ing to the experience and judgment of the man who runs the stock 
in the mill room. If the calender man lets his rolls get too warm, the 
rubber stock is likely to be sticky. If the day is cold, or if the stock 
was prepared one or two days sooner than usual, the rubber will 
be too dry to adhere to the lining, and will form blisters when vul- 
canized. Very quickly, the maker, in opening her book of uppers, 
will learn how to use her judgment in handling them. If she feels 
them too “sticky,” the deftness of her fingers and the rapidity and 
preciseness of her movements will prevent the material from forming 
folds which would destroy the quality of the shoe. If she sees that 
the rubber stock is too dry, she knows that a small amount of cement 
will make it adhere to the lining as it should. And it is likely that 
she will experience a feeling of satisfaction in mastering the whims 
of a piece of unvulcanized rubber.* 


Real description of a modern industrial process should 
imply keeping the process in its setting. If one’s task 
involves working with paper and glue on a delicate ma- 
chine, some day there will be more to do than to primly 
3. France M. A. Chalufour, unpublished notes. 
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‘place the box in the centre of the glued paper.”’ In 
fact the forceful language of Giddings, in another con- 
nection, is not out of place here. ‘‘The laborers that 
have no adaptiveness, that bring no new ideas to their 
work, that have no suspicion of the next best thing to 
turn to in an emergency, might better be identified with 
the dependent classes than with the wealth creators.’’ 4 
It is strange to find persons who go to industry with an 
honest intention of understanding the worker, actually 
describing the shop with about as much comprehension 
of what is involved in production processes as the sum- 
mer boarder carries away with regard to the problems 
of the farmer. 

Modern industry involves a care and experience 
in the detail of processes very likely to be taken for 
granted. Often one can cite a key process, variation 
in which affects all others. Whole volumes could be 
written on the effect of the variations in the calender- 
ing process; or better still, on the different way in 
which these variations affect every worker in the whole 
series of rubber-finishing processes. In the metal in- 
dustry, despite the great assistance of chemists, it 
would be impossible to secure steel so uniform in con- 
tent and so even in hardness that there would not be 
at some point daily variations that would affect grind- 
ing and machining throughout the shop. 

Further, if one considers the delicacy of adjustment 
of many machines doing minor processes there is too 
little outright admission of the importance of machine 
operations. Again when one recalls that we are work- 
ing to much more precision of measurement than ever 
before, the wonder is that, despite the passing of the all- 
round man, so little is said of the amount of “skill,” 
perhaps developed in a different way, which remains in 


4. Franklin H, Giddings, Studies in the Theory of Human Society, N. Y., 1922, 
p. 237. 
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our shops. Summarizing these, we conclude that it is 
not because the modern machinist cannot handle a file 
in the quite splendid way in which Maudsley manipu- 
lated it; it is not because he does not make his tools by 
hand; or even because he makes only part of the article 
that he can less effectively meet new situations. In so 
far as there is any truth in the much quoted passing of 
the general machinist the cause lies more in lack of 
knowledge of the materials of his trade. 

In every occupation there is from time to time more 
or less evolution in the elements of the trade which 
would be emphasized. Often the change means the 
substitution of scientific methods for empirical. When 
this happens the “skill” to meet the variations due to 
former rule of thumb methods goes and its going is not 
to be deplored. In its place comes a specialized knowl- 
edge of the new development. Whenever industry 
thus steps forward the innovators must grapple with 
the problem of training up workers to suit their purpose. 
They draw upon the trades most closely allied. Some 
accumulated experience is thus supplied by the work- 
men. During the transition innumerable experiments 
conducted before the workers give them, in time, a 
code of practice to apply to the new situation. In this 
way the first technique of an organization grows up. 
Later workers will be trained by these earlier comers 
without the stage of experimentation and despite later 
changes in technique the atmosphere of the shop con- 
tinues. Entrepreneurs found early craftsmen no more 
ready to meet their problems than does the modern 
business man. Watt was in despair with the ‘‘vil- 
lainous bad workmanship” of the smiths of Glasgow. 
Wedgwood was ‘‘teased out of” his life by workers un- 
suited to his problem. He wrote: ‘‘We have stepped 
forward before the other manufacturers, and we must 
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strive to train up hands to suit our purpose. Where, 
among our potters, could I get a complete vase maker? 
Nay I could not get a hand through the whole pottery 
to make a table-plate without training him up for that 
purpose; and you must be content to train up such 
painters as offer, and not turn them adrift because they 
cannot immediately form their hands to our new style, 
which, if we consider what they have been doing all 
their life, we ought not to expect from them.” 5 

This problem of building up an organization was 
recognized long ago by manufacturers. In 1825, John - 
Martineau, testifying before the Committee of the 
British House of Commons, said, ‘‘there would be less 
difficulty in increasing an establishment already exist- 
ing than there would be in the formation of a new con- 
cern; in my case I should draft off some of my superior 
workmen to the new establishment and fill vacancies 
with new men.” ® Altho modern industry is far more 
concerned with the building of a smooth working or- 
ganization than were the early enterprisers, among 
employers only slowly has there grown up the impres- 
sion that it takes years to build up an industrial or- 
ganization. Even now, no one specifies, what are the 
mysterious factors in the building. As already stated, 
each decade has seen changes in the factors most prized 
in a journeyman. The work of Bentley, Watt, Brunel, 
and Maudsley trained up a new group of mechanics, 
supplied with better tools and fitted for more accurate 
work than could be procured through the old white- 
smiths and blacksmiths. By the time of Clement 
ability to draw was the hiring passport. We have still 
further specialized draftsmanship. 

While this evolution in skill has gone on in our shops 


5. Samuel Smiles, Josiah Wedgwood, p. 167. 
6. British Parliamentary Papers, 1840, vol. 24, p. 20. 
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our thinking has lagged a half a century behind in ap- 
preciation. We have harked back to the small shop 
and the whole article.’ 

What I have intended to stress is the need of evalu- 
ating our present problem in terms other than those of 
the journeyman-apprentice days which have passed and 
have taken with them much heavy, weary work as well 
as much tedious fitting, filing and laborious drilling. In 
its place we have left some new work that is dreary. 
We have besides, much new work done with more 
delicate and more sensitive machinery. Because the 
machinery is sensitive we have given it much attention 
and thrust upon the workman the problem of using 
sensitive equipment with rather little attempt to stand- 
ardize raw materials. The future will bring much cor- 
rection in recognition of the importance and problems 
of machine jobs. 

The problem of the manufacturer is to rate work in 
such a way as to prevent the loss of the actual contribu- 
tion and control of the minor jobs. It is not an easy 
problem. It is a problem of ever changing factors and 
of ever more complex combinations. To appraise skill 
in terms of the small shop and the hand tools of a pre- 
factory age is to evaluate its most obvious and least 
significant aspects. 

Attention has already been directed to the fact that 
one of the intangible elements of skill is experience in 
judging the effect of a process and in varying it to meet 
the factors that cannot be controlled. This conclusion 
involves a new approach to the question of job descrip- 
tions and interest in workmanship. We need “job 
specifications” made with imagination enough to in- 
clude what the worker himself sees as the fine points 

7. “A man who could draw or work to a drawing in those days was regarded as a 


superior sort of mechanic.” Samuel Smiles, Industrial Biography, Iron Workers and 
Tool Makers, 1879, p. 241. 
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and importance of the task which he performs. Tech- 
nically we need specifications that take count of the 
variations in processes. We need specifications that 
picture the man in the organization, not on a desert 
island of perpetual motion. 

A new conception of skill involves recognition of the 
continuously varying factors in the modern industrial 
relations problem — factors the evaluation of which will 
require the bringing together of the findings of science 
in many fields of study. 


ANNA BEZANSON. 
UNIVERSITY OF PENNSYLVANIA. 








THE INTENSITY OF CULTIVATION 


SUMMARY 


Question of intensity of culture an old one; never purely objective, 
646. — Ability of the entrepreneur the limiting factor, 647. — The 
problem of intensity of culture stated in one of three ways: entre- 
preneurship fixed, land fixed, capital fixed, 648. — An experiment may 
be made with something less than the whole amount of land or capital, 
653. — An illustration of the difficulties of the trial method, 654. — 
Income will be alike for all at the margin, 657. — Intensity varied 
within a given year, 657. — Social aspect of intensity of culture, 658. 
— Effect of change of price of product or intensity of culture, 659. — 
Payment of rent induces intensity of culture, 661. — Effect of changes 
in wages or capital cost on intensity of culture, 662. — Intensity will 
vary inversely with these costs, 662. 


THE question of intensity of cultivation is as old as 
economics, yet it forever keeps coming up for more 
definite statement, or for a statement showing how the 
proper degree of intensity is visualized and approached. 
The most usual way out of the difficulty is to assume 
the most advantageous combination of land, labor and 
capital, and let it go at that. No doubt there always 
is a best combination, just as there is a best mixture of 
paints for the best effect, and this truism may easily 
recall the famous reply of Whistler that he always 
mixed his paints with brains. It is exactly this require- 
ment that makes the formula so difficult for intensity 
of culture. The problem is never purely objective. It 
is not as simple as making the proper combination of 
air and gasoline in a mixture for power, since it makes 
no difference who adjusts the carburetor so long as it 
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is properly adjusted, the results are the best obtainable. 
On the contrary, in the combination of land labor and 
capital for producing the best results the personality of 
the man making the combination makes all the differ- 
ence imaginable in the results. A gasoline engine in the 
hands of a novice may do substantially all it is capable 
of doing tho planned, adjusted, and repaired by parties 
not immediately concerned with its work. A farm can 
hardly be so standardized and managed. The work of 
the entrepreneur in agriculture is bound up in the opera- 
tions almost as though he were a vital part of an organ- 
ism; he must be the active, indeed, the indispensable 
agent. 

Whether or not the return to the entrepreneur is 
viewed as a part of the larger category of wages, it 
must be recognized that the limiting factor par excel- 
lence is the ability of the entrepreneur. It makes no 
difference whether the limits are found in the unwill- 
ingness of the entrepreneur to undergo greater strain; 
whether he reaches the point of losing money; or 
whether he prefers a certain measure of enjoyment in 
place of further work. Any one of these conditions 
means that he is not in a position or attitude for further 
expansion. In other words, the point of diminishing 
returns has been reached and the income of each individ- 
ual is thereby circumscribed; likewise social income is, 
because of this fact, held within certain positive bounds. 
The proper proportioning of the factors of production, 
which is the means of arriving at the proper degree of 
intensity of culture, involves four variables. Since no 
problem can be discussed with four variables it is 
necessary to assume metes and bounds for all but one 
at any given time. For convenience the ability of the 
entrepreneur, which no doubt is more or less elastic, 
may be taken as fixed. It is by all means the most 
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definitely fixed of any of the factors involved. There is 
a limit beyond which an entrepreneur does not care 
to go in the effort to increase his income. In many 
cases it is a limit beyond which his banker refuses to 
carry him. But whether it be the limit set by the 
banker; by his own courage, or lack of courage; by 
his desire for leisure, for avocations; or by sheer manag- 
ing ability; it must in some manner reach the limit 
beyond which it will not for the time being go. Thus 
the entrepreneur himself is the most definitely limiting 
factor in production. His managing ability may be 
viewed as fixed. 

For convenience it will be desirable to put capital 
and labor into one category. From the entrepreneur’s 
standpoint they are both reducible to a money unit. 
This combined factor is subject to variations which 
affect intensity of culture, but they may be waived for 
later consideration. 

The intensity of culture problem may be stated in 
three ways, or rather it must be viewed from three 
standpoints: 

(1) It may be assumed that entrepreneurship is fixed 
and that capital and land are applied to it in 
varying amounts. 

(2) Land may be viewed as fixed and capital varied, 
entrepreneurship being taken for granted. 

(3) Capital may be fixed and land varied, entre- 
preneurship still being assumed. 

Added to these three points of view there may still 
be a fourth, which is however, hardly more than a corol- 
lary to the second and third. It may, at least in prac- 
tice, be necessary for the entrepreneur to treat both 
land and capital as variables while working out his 
proportions. This is hardly more than a detail, though 
possibly a very difficult one to handle. 
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Concerning the first point of view, it may very safely 
be stated that entrepreneurship is the most definitely 
limited of any factor involved. At the same time it is 
the one which is without visible proportions or tangible 
measurement. Were it not, however, just as genuinely 
limited as land or capital we should have numerous 
bonanza farms. In fact, so far as a given individual is 
concerned the most important of the limiting factors is 
that of his own managing ability. Were it not for this 
he could manage the agriculture of a township, a county, 
or a state. 

But it may be objected that this is not the issue. 
Entrepreneurship may set the bounds of size of busi- 
ness, but not enter into the question of proportions of 
factors used. This at once raises the question as to how 
such an assumption can be made in view of the neces- 
sity of working out, on the part of each entrepeneur, 
the proportions which for him are best. How this can 
be done without using both land and capital, varying 
each alternately, then simultaneously is, to put it mildly, 
not obvious. Could the farmer, for example, determine 
by any possibility that he could do best with any partic- 
ular amount of capital before discovering the amount 
of land with which to combine it, the problem would be 
simple both theoretically and practically. Since there 
appears to be no means ‘by which this measurement of 
entrepreneurship can be made in advance of an experi- 
ment involving all. factors, it will be as well to consider 
the second and third points of view before undertaking 
to say the final word, or even to draw any conclusions 
respecting the first count. 

Land may be viewed as fixed. Very properly it may 
be objected that in a theoretical case land is never fixed, 
but may be varied in either direction, more or less. 
Even so, land is fixed in quantity for the majority of 
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farmers over appreciable periods of time. Perhaps we 
are not dealing with the majority of farmers, but only 
with the few who are alert enough to attempt an intel- 
ligent solution of the problem of intensity of culture. 
Very well, these too will in both theory and practice 
deal with quantities of land which are fixed during a 
given experiment. We may have, then, a fixed amount 
of land, not fixed by inertia, by heredity, or passing 
circumstance, but by the judgment of the entrepreneur. 
This may be merely a trial judgment, but even so it 
means that for the time the amount of land is fixed. 
Upon this amount of land the entrepreneur expends 
capital. The question is: How much? and the answer 
is easy. He will continue to expend capital until the 
last dollar just pays for itself. By so doing, assuming 
that he can get capital at commercial rates up to the 
limit of his ability as an entrepreneur, he will increase 
his income, and it is income he is after, total income, 
not any given rate on a limited sum. We may next 
inquire how this hypothetical farmer is to know that he 
is using the right amount of land. He will use his judg- 
ment, his observation, and his experience, and make 
trials with different amounts. That the more vital 
limitation is in ability to handle capital rather than 
land should be recognized, but capital cannot be man- 
aged except in connection with land. Moreover, the 
optimum amount of capital for any entrepreneur can- 
not be discovered by using wrong proportions since he 
could not decide whether the failure to arrive at satis- 
factory results was, in a given trial, due to poor manage- 
ment or a wrong combination. He will find out as he 
approximates the correct combination, and in doing so 
he will of necessity find the proper amount of land to 
be used with an amount of capital, yielding, on the 
enterprise so constituted, favorable returns. For any 
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serious trial the land must. be fixed for the time, no 
matter how many times it be varied for subsequent 
trials. Thus land may be viewed as fixed, and in every 
trial the capital applied until the last increment just 
pays its cost. For a vast number of farmers the land 
is very firmly fixed in amount for years or for life. For 
the adaptable man it is fixed at different amounts until 
the most favorable acreage is discovered. 

Capital may be viewed as fixed. No doubt this is 
the most elastic, and possibly the most satisfactory, 
supposition. It is not forgotten that the real limita- 
tion is managing ability, but the best measure of this 
ability is the capital which can be advantageously 
handled. To assume that capital really is fixed by cir- 
cumstances and not ability is as crude reasoning as to 
assume land fixed. The able entrepreneur uses capital 
which he happens to have, or which he can borrow, 
or disposes of a surplus, exactly as is done in the case 
of quantities of land. He finds the amount which will 
yield him the largest income by taxing his entrepreneur- 
ship to the limit, by which process he comes, like every- 
one else, to the margin of his powers. He may, as a 
supermarginal farmer, be able to make his capital earn 
something well above average commercial returns. For 
instance, his curve of returns on his thousand dollar 
units may at its highest point rise well above that of 
his competitors. There is no reason why he might not 
stop his investments at a point where he was making, 
say 20 per cent. No reason except that he could make 
a larger absolute, not percentage, income by increasing 
his investments until the last increment just paid its 
cost, whereas it was assumed that in order to get the 
highest average a lesser amount was invested, and a 
return above the commercial rate secured from the last 
dollar. 
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However, it was decided that capital should be viewed 
as fixed. With this Rubicon safely passed, the cam- 
paign is easy. All the entrepreneur needs to do in order 
to find his best proportions is to add, or subtract, land 
until the last acre just pays its own cost. When this 
point is discovered he has his best proportions. The 
reason why this is not satisfactory is because the major 
premise will not bear analysis. It must be taken on 
faith, and having accepted the faith, the logic no longer 
gives trouble. 

Just as with land, capital must be for a given time 
fixed. A farmer decides on the number of men and 
teams, and the amount of other equipment to be used 
in farming for a given year without, of necessity, de- 
ciding in advance the exact acreage of land. He ar- 
rives at a decision as to land, and after the year is over 
does his best to decide whether he had too much or too 
little. Should it seem that he is wide of the mark he 
will, in most cases, vary the amount of capital as well 
as the amount of land in projecting a new trial. To 
decide that his capital is right in amount but that the 
land is wrong means either that he has approached very 
nearly to the correct proportion or that he decides the 
one question independently of the other. But to know 
how much capital is best without trying it out is to 
know the solution of the problem in advance of the 
trial. This could be done in but one of two ways, viz., 
either by arriving at a decision based on experiments 
which gave results short of the optimum, or by solving 
the proportion riddle on a trial plot and carrying the 
result over to the whole. Neither hypothesis stands 
scrutiny. 

It is, however, beyond all doubt true that so long as 
the capital remains fixed, whether right or wrong in 
amount, the entrepreneur will, in following his own 
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interests, apply land to it until the last increment just 
pays for itself. If the land bears a rent it will mean 
that the returns cover the expense of operation and the 
rent charge. If the land is free it will mean that the 
returns just cover the outlay for operation. No matter 
how stated, it amounts to the addition of land so long 
as there is a margin above cost and no longer. 

Managing ability may be looked upon as fixed and 
land and capital both as variables. This is nothing 
different from the above discussion, but it is the real 
situation confronting the real entrepreneur. Should 
he attempt to add increments of land and capital he 
may do so by assuming the solution of the question at 
issue — the proportions. If he add units of first one and 
then the other he will show himself very human and 
adaptable, and will stand some chance of approaching 
the goal eventually. Each factor will be fixed for a 
time, but it will not remain fixed until the proper pro- 
portions have been found. 

As a means of arriving at the optimum apportion- 
ment it may be interesting to attempt the experiment 
with something less than the whole, or fixed, amounts 
of either capital or land. That is to say, a trial, or 
laboratory experiment may be run in order to arrive 
at the correct proportions, on the basis of which the 
size of the business will be determined. 

The question may very properly be raised as to the 
logic of these standpoints. For example, does the 
limitation of the entrepreneur’s ability enter as a 
consideration into the question of the proportions of 
land and capital which are found best? It may be con- 
tended that whatever the optimum proportion as be- 
tween land and capital no changes will, in this relation- 
ship, be contingent upon the ability of the entrepreneur 
to handle more or fewer units. However, it is a matter 
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of common observation that as the size of the enterprise 
varies up or down there is a corresponding, tho not 
necessarily proportional, change in the degree of inten- 
sity of culture. For example, suppose a farmer to find 
the best degree of intensity on eighty acres, but feels 
able to manage three eighties. Can he carry the same 
intensity over the additional two eighties? He can, 
provided his degree of intensity on the one eighty is 
adapted to the operation of the full-sized unit. To as- 
sume that such is the case is merely, and clearly, to beg 
the question. Finding the proper degree of intensity on 
the three eighties is the problem; but to find on a part 
of the whole enterprise what seems to be the best pro- 
portion is possible on paper only. This is true because 
the manager has no way of knowing, while running the 
experiment, that he is giving to it any exact proportion 
of his managing ability. For this reason he cannot, after 
trying out a part of his farm, including a corresponding 
part of his entire equipment and management, assume 
his proportions and calculate the size of the enterprise 
for succeeding years. That a manager may get sug- 
gestions from an experiment involving part of his farm 
is beyond argument. He may, and should be able to 
do so. But after all possible suggestions have been 
gained, the business must be tried out as a whole be- 
fore either proportions or size can be known. 

If it is possible to determine proportions by the lab- 
oratory method such possibility should be at least 
theoretically demonstrable. One may construct tables 
and diagrams showing how the problem is solved, but 
suppose, instead, an attempt should be made to visual- 
ize the operations of a real operator. Surely such a 
demonstration is fully as real. If it be supposed that 
the trial, a laboratory experiment as it were, is con- 
ducted on a small scale the troubles suggest themselves 
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at once. It is hard to find the right combination on the 
small area as a gauge for use on the larger area, or for 
that matter, since the experimental operations might 
just as well be on a large scale, it would be hard to ad- 
just the duties of the entrepreneur so as to know how 
much less to operate, or how to operate it. 

The above generalizations can be illustrated. Sup- 
pose a farmer wishes to determine the optimum com- 
bination with respect to the cultivation of corn. He 
tries a ten-acre field and by the correct combination of 
check plots finds it more profitable to plow seven inches 
deep, harrow four times, plant in drills instead of hills, 
cultivate three times instead of four times, and do one 
day’s hand weeding per acre. Can he apply this to 
the area he thinks it best to attempt? It may easily 
happen that he plans to grow eighty acres of corn. 
The number of operations of each kind performed may 
be done on the larger field the same as on the smaller 
one. The plowing and harrowing may occasion no 
difficulty, but the chances are that it will be relatively 
harder to plow at the rather untisual depth, and to 
harrow at advantageous times. Of course, it may be 
shown theoretically that the larger fields are logical 
multiples of the smaller and that the work could be 
done in the same manner. In all probability this can- 
not be carried out. For instance, the small corn field 
was drilled, cultivated three times, and one day’s hand 
labor used per acre. The larger field should be handled 
in the same manner, but the chances are that it will not 
be so handled. The weather will be more of a factor 
when the experiment assumes larger proportions. So 
will such matters as hiring the requisite quality and 
number of laborers. Should the farmer find that a 
given amount of labor and equipment could be used 
advantageously on twenty acres, and in that connec- 
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tion determine his proportion, it might be easy to mul- 
tiply the labor and capital by four in getting ready for 
the eighty acres. This is substantially never done. An 
attempt is made to economize on equipment as the 
unit is enlarged, and inevitably the ability of the entre- 
preneur is a constant, and therefore not subject to au- 
tomatic expansion and contraction to fit the different 
units operated. It will be found that cultivating corn 
three times is not the same under one condition as under 
other conditions. Perhaps the three cultivations were 
made at the most advantageous times, promptly after 
the corn was big enough to cultivate for the first time, 
when it needed cultivation subsequently, not when other 
work permitted it to be done. The hand labor of a day 
per acre found profitable on ten acres will again and 
again not be feasible on a hundred acres. Very well, 
leave it out in both cases. That is the point. The lab- 
oratory trial must be made to fit the condition of the 
full area, but the full area carries its own conditions 
and thereby determines to a degree its own proper in- 
tensity of culture. The trial area will actually work 
when it is big enough to absorb the whole available 
capital, and at this point we have, if it be accepted, to 
abandon the idea of predetermining proportions be- 
tween, or among, factors. 

If the foregoing reasoning is correct it will follow that 
all managers, marginal and supermarginal, large and 
small, will find no stopping place in applying land to 
capital until the last dollar just balances its cost; until 
the last acre of land just pays for itself; and until the 
proportion is such that land and capital costs are alike 
in returns per value unit. The average returns per 
dollar will be high for some, low for others. How high 
they will go depends on the ability of the manager. 
The lower limit is commercial return so long as a 
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deficit is not made up out of wages. But all, from the 
best to the poorest, will not escape the necessity, and 
the privilege, of investing until the last incrément 
brings in no added returns above the cost, and at these 
margins all men are equal. Of proportions there may 
be no two alike. Of average incomes no two alike. But 
for each there will be a best proportion and he will find 
it by using all of his ability as an entrepreneur, and 
alternately fixing capital and land, proceed until neither 
separately nor jointly can his income be augmented by 
further additions. Each has balanced at the margin 
where cost and income are equal. 

The discussion thus far has assumed the point of 
view of a business projected for at least a year in ad- 
vance. During each year the problem is bound to as- 
sume different aspects. After every plan has been made 
as carefully as possible and the season has advanced to 
the point where acreages cannot profitably be changed 
there will be constant opportunities to invest more, 
or less, capital on a given project than was contem- 
plated. The aggregate amount of capital used may be 
rigidly limited to a sum previously known. It may be 
all that is obtainable, but the chances are that no such 
definite bounds are set. Capital is usually obtainable 
with greater or less ease depending on the amount 
wanted. A certain amount is in the possession of the 
entrepreneur. Another amount is to be had at com- 
mercial rates with no trouble involved. Still more can 
usually be had at greater cost in both trouble and in- 
terest rate. The law of increasing cost operates as 
truly in the work of getting the use of capital which one 
does not own as in the creation of more capital in the 
form of goods. Thus far shalt thou go and no farther 
in the possession of capital involves the cost of the suc- 
cessive acquisitions. Thus the amount required for a 
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given season depends on the exigencies of the occasions 
as they arise. 

The question may very properly be asked whether 
society is best served by the economic forces which 
constantly put the ablest farmer in possession of land, 
largely the best land, and as constantly push the in- 
efficient out. This question becomes especially pertin- 
ent when it develops, as well it may, that small farmers 
are giving place to larger farmers. To the extent that 
this happens there will be fewer farmers, tho perhaps 
not fewer persons engaged in agriculture, on a given 
area of land. From the standpoint of production the 
case is not open to argument. Society is best served 
by farmers who will get the most out of the land, capital 
and labor employed. The only question at issue be- 
comes, then, the relative social advantage of land 
ownership as opposed to whatever may displace it 
should inefficient farmers give way to the more efficient. 
This brings up other considerations. The intensity of 
culture which gives the best results to farmers viewed 
individually will give the best results socially so far as 
the ownership and use of land is concerned, judged by 
the standards of a healthy society. If from the stand- 
point of social pathology it should become necessary 
to use land as a prophylactic, economic considerations 
will of necessity be subordinated in the process. Until 
that time comes the impersonal workings of the law 
of diminishing returns, of which intensity of culture is 
a leading manifestation, is in harmony with the social 
good. 
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EFrFrect OF CHANGE OF PRICE OF PRODUCE ON 
INTENSITY OF CULTIVATION 


Every now and then a situation such as that occurring 
in the spring of 1917 confronts the farmer. The prices 
of what he had to sell rose rapidly while the costs of 
production remained relatively constant. Likewise, the 
rent of land remained about at the old level. What 
effect does such a situation have on the farmer who is 
always trying to adjust his land and capital in such a 
way as to get the most out of it for himself? Before 
attempting to answer the question it may be well to 
note the fact that the case is a temporary one, the in- 
evitable tendency being always to return to the original 
proportions. However, the abnormal condition may 
last for a few years, and the tendency to return to the 
former balance may never be more than partially 
realized. That is to say, the abnormal situation may 
persist until it becomes a new normal. At all events, 
it is perfectly clear that disturbances such as the one 
noted above are constantly occurring in varying de- 
grees. This one was extreme. The readjustments to 
meet such conditions may be so slight as to escape 
observation nine times out of ten; the tenth time they 
are likely to be conspicuous. 

For convenience of presentation we will do a little 
violence to the facts as they confronted the farmer in 
1917 and assume that prices of farm produce doubled 
while costs of labor and capital remained constant, rent 
also remaining constant. What was the best move for 
the farmer to make regarding the proportions of capital 
(including labor) and land used in his enterprise? 
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The following table will be useful in deciding the 
matter: 


Expenses per acre Value of crop Rent per acre Returns per dollar 
per acre of expense 
$6.00 $11.00 $5.00 $1.00 
10.00 15.10 5.00 1.01 
15.00 20.30 5.00 1.02 
17.50 22.67 5.00 1.01 
Doubling the value of the produce the table becomes: 
Expenses per acre Value of crop Rent per acre Returns per dollar 
per acre of expense 
$6.00 $22.00 $5.00 $2.83 
10.00 30.20 5.00 2.52 
15.00 40.60 5.00 2.38 
17.50 45.34 5.00 2.31 


Thus the optimum expenditure per acre has changed 
from $15 to $6. As a result a farmer with a capital of 
$3000 to use will require 500 acres of land instead of 
200, assuming the latter to be the most favorable 
amount before the change in price. 

One more hypothesis may be of interest. Suppose 
the price of produce had fallen 50 per cent, other things 
remaining the same. The table would then appear: 


Expenses per acre Value of crop Rent per acre Returns per dollar 
per acre of expense 
$6.00 $5.50 $5.00 $.083 
10.00 7.55 5.00 .255 
15.00 10.15 5.00 .344 
17.50 11.335 5.00 362 


As was to be expected, the proportion most favorable 
is now $17.50 per acre, a more intensive cultivation than 
the optimum in the first instance. 

It may be objected that the above illustrations are 
based on a particular set of figures and that some other 
set might fail to show a similar result. This criticism 
is always in point when a generalization is attempted 
on the basis of an arbitrary instance. However, it is 

















THE INTENSITY OF CULTIVATION 661 


not necessary to rely on any particular table. It may 
be assumed that the proposition has been proved, not 
here but by reasoning generally accepted, that free land 
will be farmed less intensively than land commanding 
a rent. From this accepted proposition it may be 
reasoned that the tables submitted above are of neces- 
sity correct — and that any change in figures while pos- 
sibly concealing the truth cannot disprove the principle. 
The deductions would be somewhat as follows: the 
payment of rent compels greater intensity of culture. 
Hence, the intensity will increase though not necessarily 
in the same proportion as the increases in rent. Con- 
versely if rent decreases, the intensity will decrease. 
Now an increase in the value of the product, with no 
other change occurring, is equivalent to a decrease in 
rent since a smaller portion of the gross yield is required 
to pay the rent than was required before the change in 
price. To decrease the quantity of produce needed for 
rent payment means a movement in the direction of 
free land and, therefore, a movement toward a more 
extensive culture. Should the price become extremely 
high the rent would become relatively reduced, even 
extremely low, and hence would lose most of its influence 
in the direction of intensive culture, the optimum de- 
gree of intensity decreasing with every rise in the price 
of produce, and conversely increasing with every fall 
in such prices. 

The above discussion has been made as tho neither 
capital nor land were fixed in amount and the propor- 
tion only were the issue. The objection to this view 
has been discussed in the first part of this article, and 
hinges on the difficulty involved in apportioning the 
attention of the entrepreneur to a single acre, or to any 
group of acres short of the number included in the 
enterprise over which he is presiding. 
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EFFEcT oF CHANGE IN WAGES oR CaprTaL Cost 
on INTENSITY OF CULTURE 


Another question is what will happen should wages 
rise or fall while prices of produce, interest and rent 
remain constant? It may be noted in passing that, 
where no rent is paid, should wages and interest rise 
or fall in unison that nothing will happen to the pro- 
portions in which capital, labor, and land will be com- 
bined. This is a contingency which will rarely occur. 
Thus while we united capital and labor into one term 
for convenient handling while discussing the degree of 
intensity in the first instance it is necessary to separate 
them when considering the changes that may follow 
a rise or fall in wages, or in capital costs, the two factors 
not acting the same in the matter of percentage changes. 
The occasion for such a discussion is abundantly illus- 
trated in the recent experiences of farmers with the 
labor question. The following tables will bring the 
matter to light: 


Expenses per acre 


Labor Capital Total Gross returns Return per dollar 
$5.00 $7.50 $12.50 $21.00 $1.68 

7.50 8.50 16.00 27.20 1.70 

9.50 8.50 18.00 30.80 1.71 
10.50 9.50 20.00 33.00 1.65 


Increasing labor expenses by 100 per cent the table 
becomes: 


$10.00 $7.50 $17.50 $21.00 $1.20 
15.00 8.50 23.50 27.20 1.12 
19.00 8.50 27.50 30.80 1.12 
21.00 9.50 30.50 33.00 1.08 


As shown by the table the increase in wages results in 
& movement toward a more extensive culture. In 
actual practice the case would not be as simple as this, 
or at least the simplicity, if there should be such, would 
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take on a different aspect. The farmer confronted with 
the higher wages is bound to think of a way to escape 
other than the one indicated in the second part of the 
table which involves getting more land. He will try 
to escape by way of a substitution of capital for labor. 
He will buy a gang plow, a tractor, a milking machine, 
or more haying tools, with the hope of keeping up his 
intensity of culture without incurring the added ex- 
pense resulting from the higher wages. In-some cases 
he may succeed in maintaining his former intensity 
judged by results while moving toward more extensivity 
judged by the application of labor and capital to land 
in terms of dollars per acre. 

The changes in prices of produce, wages, and capital 
cost will always, respectively, have an effect on the 
desire for the other factors, and hence change the price 
of these other factors. The result will be a new balance 
which is likely to be similar to, though not identical 
with, the previous balance before the disturbance came. 
The importance of the immediate effect may be ap- 
preciated when it is remembered that more or less oc- 
casion for a readjustment no doubt takes place yearly, 
or even at much more frequent intervals. 

A change in the cost of capital goods, or in interest 
rates, where wages do not change correspondingly, will 
bring about changes in intensity of culture similar to 
those noted in the above discussion of changes due to 
variation in wages. If capital goods cost more, fewer, 
relatively, will be used; if they cost less, more will be 
used. Thus intensity of culture will vary conversely 
with these costs. 

Whether or not rent is to be counted as a cost is a 
disputed point. No attempt will be made here to clear 
the matter up. In any case it is a cost to the individual 
who buys land as a part of his equipment for producing 
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farm crops. Under these circumstances, viewing rent 
as a charge against the farming business — a current 
cost comparable to interest and wages — the case of 
intensity of culture assumes a new aspect. Should the 
labor-capital cost rise, or fall, in some proportion, as by 
twenty-five, or fifty per cent, rent remaining constant, 
the point of optimum returns will be affected. This 
must obviously follow since the labor-capital cost plus 
the constant rent will bear a varying relation to the 
income obtained by the different degrees of intensity 
of culture after the former has been increased or dimin- 
ished. Thus in the first part of the table following the 
best results were obtained with the intensity indicated 
in the fourth line, while after the rise in labor-capital 
costs the next less intensive application is the best. 


Labor-capital Gross returns Rent per acre Returns per dollar 
cost expended 
$14.00 $35.00 $10.00 $1.46 
15.00 37.00 10.00 1.48 
16.00 39.00 10.00 1.50 
17.00 40.90 10.00 1.616 
18.00 41.50 10.00 1.48 


Increasing the labor-capital cost by 50 per cent: 


$21.00 $35.00 $10.00 $1.129 
22.50 37.00 10.00 1.138 
24.00 39.00 10.00 1.147 
25.50 40.90 10.00 1.124 
27.00 41.50 10.00 1.121 


Not only does the rise in the cost of labor and capital 
result in less intensive farming as seen by the rise from 
the fourth to the third line of the above table, but the 
same influence is seen in the results of the first and 
second lines. The swing toward the less intensive is 
manifest in these as well as in the subsequent lines, 
there being a reduced advantage in each step toward 
the more intensive. 
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The results found by taking particular figures for the 
demonstration may be open to criticism. It is true the 
relations of the figures in the fourth column may be 
varied indefinitely by varying the relations of the num- 
bers chosen for columns one and two. In some com- 
binations the trend may be obscured, but in no case 
will it appear to lie positively in the opposite direction. 

It is not forgotten that in these discussions concern- 
ing the results of changes in prices and costs on intensity 
of culture the solution of the intensity of culture riddle, 
as a practical problem, cannot be worked out as a 
mere arithmetical calculation. Even so, the influences 
of these supposed changes in costs would seem to be 
in the directions indicated. 


B. H. Hrpparp. 
UNIVERSITY OF WISCONSIN. 














REVIEWS 


STODDARD’S THE REVOLT AGAINST CIVILIZA- 
TION — THE MENACE OF THE UNDERMAN; 
DESMOND’S LABOUR, THE GIANT 
WITH THE FEET OF CLAY' 


Mr. Stopparp has a keen nose for the wider problems 
that loom upon the horizon. He has already written of two 
such problems in a way that has excited widespread interest; 
and his new volume is likely to be equally widely read. 
The first half of the volume is a forcible and striking restate- 
ment of the thesis that the burden of our modern civilization 
is threatening to prove too great for the populations that 
support it. This, he maintains, is the consequence of two 
tendencies that have long been operative and seem to be 
increasing. One is the tendency for the processes of natural 
selection (which are held by the majority of modern biologists 
to have been the sole agency of progressive evolution in gen- 
eral and therefore of the differentiation and improvement of 
the races and subraces of mankind) to be arrested by the ad- 
vance of civilization and to be replaced by a variety of forms 
of selection all of which make for positive deterioration of the 
peoples among which they operate. The reality, the strength, 
the extent and manner of incidence of these forms of reversed 
selection have been much discussed since Charles Darwin 
and Francis Galton first turned the light of biological science 
upon man, and showed reason to believe that his intellectual 
and moral capacities, no less than his bodily structures and 
functions, are subject to the laws of heredity, variation, and 
selection, and therefore to racial improvement or deterio- 


1. Lothrop Stoddard, The Revolt against Civilization — The Menace of the Under- 
man, Scribner’s, 1922, pp. 274; Shaw Desmond, Labour, the Giant with the Feet of 
Clay, London, 1921. 
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ration. In this debate an immense mass of prejudice, of 
religious, humanitarian, and egalitarian sentiment, of demo- 
cratic optimism, of belief in the all-sufficiency of education 
and good environment to conserve and advance human 
qualities, has stood resolutely up against the battering-ram of 
reason, which, with the fanaticism of science, perpetually 
renews its attacks. Whilst guarding ourselves against the 
presumption, not uncommon among men of science, to the 
effect that all ancient beliefs and traditions are wholly false, 
we must admit that the scientific argument has made out a 
very strong case; and we may even support it by adducing 
beliefs and prejudices even older and stronger than those 
which stand in its way, the belief in “family,” in “blood,” in 
“race,” in “purity of stock,’’ in “class” and “caste,’’ the preju- 
dice against miscegenation, mésalliance, and mongrelization. 
The two systems of popular belief and prejudice may 
fairly be set off against one another; and then the evidence 
that selection has played and still must play a leading réle 
in the drama of human progress and decay remains such as 
to compel the assent even of those biologists who do not 
regard it as the all-sufficient agency of organic evolution. 
But Mr. Stoddard’s thesis requires for its foundation more 
than the acknowledgment of this principle. The chief ob- 
stacle in the way of its acceptance by students of the social 
sciences is not any doubt that the human species is subject 
to the influences of both eugenic and dysgenic selection, but 
rather skepticism as to the importance for the life of civilized 
societies of differences between men and races of men in 
respect of their innate qualities. Social philosophers con- 
tinue for the most part to share with the man in the street 
the belief that, in respect of intellectual and moral qualities, 
you can make silk purses out of sows’ ears, if only your 
system of public instruction is sufficiently well organized and 
equipped with the most approved and expensive furniture. 
In America especially this belief dies hard. For the Fathers 
of the Republic uttered resounding phrases which have been 
generally interpreted as guaranteeing this popular dogma, 
altho the Fathers themselves acted in a way which showed 
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that this interpretation was not justified. And yet, tho few 
dare frankly to question or to criticize this belief, change of 
practice shows that revolution of opinion is in full swing; 
and it may be expected that theory will not lag very far 
behind practice. The change is most obvious perhaps in the 
academic world, where the most advanced educators are 
making the astonishing discovery that not all young men, 
not even those of the highly selected group of college en- 
trants, are equally well endowed, but rather that they differ 
immensely in capacities and therefore should not all be pushed 
through the same mill; that in fact, while some need to be 
pushed hard and continuously, if they are to emerge at all, 
others will flourish exceedingly under the most gentle guid- 
ance. This, then, is the first part of Mr. Stoddard’s argu- 
ment: that in the modern world there is going on a rapid 
multiplication of inferior types of humanity of all races and 
colors, while the superior types are becoming relatively and 
perhaps positively rarer; and further that the differences 
of constitution between men remain very important in 
spite of all the machinery of education and the elevating 
influences of the average newspaper. It may be expected 
that his vigorous presentation of the argument will prove to 
be another nail in the coffin of the popular dogma which 
equates the proposition, “‘all men are created equal,” with 
the very different “‘one man’s as good as another.” 

The second tendency on the reality of which Mr. Stod- 
dard’s thesis rests is the increase of the demand made by 
civilization upon human nature, as our modern nations grow 
in extent and complexity. The reality of this tendency can 
hardly be doubted; tho strong prejudices stand in the way 
of its acceptance. It is true that a large and increasing part 
of the labor of the industrial world is of a kind to which 
the high-grade moron is better suited than an intelligent and 
self-respecting citizen, as Mr. Arthur Pound so clearly shows 
in his recent Iron Man. As a writer in a recent number of 
the Nation truly says: “The automatic age requires an 
ever larger army of spiritless and simple-minded soldiers, 
guaranteed free from disturbing individualism and ambition.”’ 
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And the economist of the strait sect, which looks only to the 
production of wealth in the narrowest sense of the word, may 
rejoice therefore in the evidence that morons are becoming 
absolutely and relatively more numerous. He may celebrate 
the coincidence of the increase of morons with the increase 
of moron labor as a new and beautiful instance of the work- 
ing of the law of supply and demand. He may approve the 
wisdom of the Massachusetts Society of Mental Hygiene, 
which in a recent bulletin announces and endorses the 
declared policy of the state for dealing with young defective 
delinquents — a policy directing that such a delinquent shall 
be confined for a time for educational purposes under the 
explicit understanding that so soon as he shall show a certain 
improvement he shall be set at liberty, at liberty to produce 
more defectives like himself. For these, if only they be 
caught young and well disciplined in special schools, can, 
as the superintendents of such schools have proudly proved, 
earn good wages by steady labor of a kind which an averagely 
endowed human being could not long endure. Such an 
economist might even look forward to a time when a policy 
of further encouragement of the breeding of morons, sup- 
plemented by importation of large masses of low-grade popu- 
lation, may furnish a sufficient supply of labor of the kind 
required for the unlimited production of “wealth” or div- 
idends and the rapid exhaustion of the natural resources 
of the continent. 

But the sociologist and the economist of larger vision 
will hardly share this complacency. They cannot contem- 
plate with equanimity the increase of wealth that is based 
upon the degradation of increasing numbers of men, nor 
believe that a state whose wealth, however great, rests largely 
on this basis can long endure. They will point out that, even 
tho an industrial society consisting of many well-disciplined 
morons and relatively few directors of high intelligence 
might conceivably be stable and very ‘‘ wealthy,” the transi- 
tion to that state of affairs from the imperfect régime of the 
past, when all men were officially regarded as equals, must 
be one of great danger to the existence of civilization of any 
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kind. That we are entering upon this dangerous transition 
period is essentially the burden of the second half of Mr. 
Stoddard’s book, and this is the part for which he may fairly 
claim originality. 

That the populations of our modern states are deteriorating 
owing to various forms of reversed selection has been argued 
by many writers. That this deterioration of quality runs 
parallel with an increase of complexity of civilization and 
hence with an increase of its demands upon the qualities of 
its bearers has been pointed out by the present writer. Mr. 
Stoddard’s original contribution to the interpretation of the 
present stage of history is the attribution of most of the pres- 
ent disorders of the world to the resulting disproportion 
between the qualities of the mass of mankind and the increas- 
ing burdens or demands of civilization upon those qualities. 
The burden of civilization, he contends, has become greater 
than the depreciated masses can bear; hence ‘‘the revolts 
against civilization” and ‘‘the menace of the underman.”’ 
For “the underman” is Mr. Stoddard’s name for what an- 
other recent writer (Mr. Austin Freeman in Social Decay 
and Regeneration) has dubbed ‘the sub-man,” the man 
who falls short of the qualities necessary for taking a full 
share both of the benefits and the burdens of high civiliza- 
tion. Such men, he maintains, exist in large and increasing 
numbers in all contemporary nations, owing to the processes 
of reversed selection, the preponderant multiplication of the 
least well endowed, those who under lower forms of civiliza- 
tion or of barbarism would be weeded out by natural selec- 
tion. If the undermen were all simple-minded morons, all of 
them might, no doubt, be made into manageable and docile 
laborers; but they, or many of them, are intelligent enough 
to feel their inferiority without knowing it, to suffer from an 
“inferiority complex” which makes them restless and resent- 
ful. And, says our author, the natural discontent of these 
men, who groan under the burdens of civilization without 
having the capacity to appreciate or reap its benefits, is 
armed and organized by two classes of a more dangerous 
type, namely: (1) the high-grade defectives who have some 
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special talent, men of the kind that Nordau called “mattoids 
or half-fools” and whom the modern psychiatrist would 
classify as mild cases of dementia praecox; (2) cranky in- 
tellectuals or ‘‘misguided superiors,” men of ability who, 
through strong humanitarian sentiment or through personal 
misfortune which denies them a satisfactory position and 
career in the ranks of organized society, constitute them- 
selves destructive critics of all existing institutions and the 
champions and exploiters of the discontent of the “under- 
man.” 

It is these men, the Lenines and Trotskys of all countries, 
who teach the underman to shout for “red revolution,” 
without any but the vaguest notions as to what is to replace 
the present order, and who are most directly responsible, not 
only for an enormous increase of crime, but also for the cur- 
rent demoralization of music, art, poetry, commerce, and 
social life, as noted by such critics as Mr. James Beck and 
Mr. Alfred Noyes — in short for ‘‘Bolshevism” in the wider 
sense of the word. 

Evidence of the extent of “Bolshevism” throughout the 
modern world is impressively marshaled and supported by 
many citations from observers in many lands. The pith of 
the argument is contained in the following passage: 


More and more we are coming to see that hatred of civilization 
is mainly a matter of heredity; that Bolsheviks are mostly born 
and not made. How can we expect a man to support a social order 
which he instinctively detests or which he is congenitally unable to 
achieve? And how can society expect peaceful progress so long as 
it spawns social rebels and laggards, and at the same time sterilizes 
those creative superiors who are at once its builders and preservers? 
The fact is that construction and destruction, progress and regress, 
evolution and revolution, are alike the work of dynamic minorities. 
We have already seen how numerically small are the talented élites 
which create and advance high civilizations; while Jacobin France 
and Bolshevik Russia prove how a small but ruthless revolutionary 
faction can wreck a social order and tyrannize over a great popula- 
tion. Of course, these dynamic groups are composed primarily of 
leaders; they are the officers’ corps of much larger armies which 
mobilize instinctively when crises arise. Take the present world 
crisis. In every country the champion of the existing order can 
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count upon the resolute support of all those who appreciate our 
civilization and wish to preserve it from disruption. On the other 
hand, the revolutionary leaders can count with equal confidence 
upon the unadaptable, inferior, and degenerate elements, who 
naturally dislike our civilization and welcome a summons to its 
overthrow. Such are the distinctively “superior” and “inferior” 
groups — the standing armies of civilization and of chaos. But, 
even when fully mobilized, these armies are minorities. Between 
them stands an intermediate mass of mediocrity. . .. They also 
usually support the existing social order, and thus tend to oppose 
revolution. However, the mediocre have the defect of their quali- 
ties, their very conservatism is apt to be harmful, and is frequently 
disastrous. This is because it is unintelligent — a mere clinging to 
things as they are, . . . thisissheer Bourbonism. And Bourbonism 
is dangerous because it blocks progress, prevents reform, per- 
petuates social evils, breeds discontent, and thus engenders revolu- 
tion. The chief danger of Bourbonism is that it isso powerful . . . 
the number of stupid reactionaries in high places is depressing. 
(Pp. 224-226.) 


This view of “our present discontents”’ is sharply opposed 
to the conventional account current among the more “‘liberal- 
minded” and radical sections of society. According to this 
account, one man is as good as another, and the revolution- 
aries are merely voicing the natural resentment of good men 
against the injustices of the social order. All that is needed 
to produce universal contentment is that the ‘possessing 
classes,”’ an hereditary caste of utterly selfish and depraved 
persons, shall be dispossessed, and the direction of society 
placed in the horny hands of the sons of toil; for they, being 
by nature virtuous and unselfish, will see to it that every 
man has his due and something more. 

Mr. Stoddard’s diagnosis will be scornfully stigmatized 
in many quarters as a typically bourgeois production. And, 
indeed, Mr. Stoddard makes no profession of sympathy with 
the downtrodden and oppressed. There is a certain detached 
and Olympian quality in his incisive exposition. It is in- 
teresting therefore to compare his account with that of a 
writer of very different experience and attitude. Mr. Shaw 
Desmond has long been a very active worker among those 
shifting allied groups which in Britain are now comprehen- 
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sively spoken of as the “Labour Party” and which comprise 
all shades of radicalism, socialism, and syndicalism. His 
sympathies are still strongly with these groups; and he seems 
to be, or to have been, personally, intimately, and more or less 
sympathetically, acquainted with all or most of the leading 
figures of these groups in the last twenty years. He seems 
to be, or to have been, an excellent representative of a type 
increasingly abundant in Britain, namely, the young in- 
tellectual who from generous motives throws in his lot with 
the proletariat. His long and rich experience of these groups 
leads him to write of them with a certain disillusionment; 
and, tho his writing is often loose in expression, he reveals in 
his last book a remarkably clear insight and ripe wisdom. His 
experience has shown him that the simple formulae with 
which he set out to reform the world, in common with other 
enthusiastic soap-box orators, do not suffice. ‘‘We assumed,” 
he writes, ‘‘. . . that the Democracy would advance peace- 
fully and steadily by education and the vote; and, that last 
strange delusion, that once the poverty problem was solved, 
all our intellectual and spiritual problems would be solved 
with it. . . . I think we ignored almost everything that was 
vital in humanity as we ignored everything that was in- 
convenient to our theories. . . . Our assumptions sprang, 
however, from an idealism and a fanaticism which refused 
to face facts. .. . We forgot that ‘man does not live by 
bread alone.’ ” 

Mr. Desmond has made discoveries which have shown 
him the error of many beliefs common to the labor groups, 
have shown him among other things that the Marxian for- 
mulae are mere stupidities, like all other economic and social 
formulae which are based upon hasty assumptions as to the 
nature of man. In short, his experiences have made him a 
psychologist, who sees that true conceptions of human nature 
and of its varieties must be the essential condition and foun- 
dation of all social theorizing; that it is not sufficient to 
assert that human nature is what we should like it to be; 
that the fancy picture of the noble proletarian panting for 
leisure to be spent in art galleries and museums is as poor a 
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foundation for economic theory as the ‘‘economic man” of 
the classical economists, and must as certainly lead to absurd 
conclusions.” 
- Mr. Desmond has learned that one man is not as good as 
another; ‘‘the fact is that only a tiny percentage of human 
beings in any class are capable of conscious thought.”’ He 
has learned that men differ not only by reason of differences 
of economic circumstances: ‘‘Men and women are united 
and divided by feeling, by temperament, rather than by 
brute economic or by class, that is something which Labour 
has yet to learn.” ‘The new movement,” he writes “will 
frankly recognize that men and women never have been 
equal nor ever will be, and it will recognize that only just so 
far as this recognition is made is a true democracy possible.’ 
And again: “In all movements, and more especially in all 
democratic movements, it is a handful of men and women 
who steer and inspire. Democracy itself is always steered 
by autocracy. This is true also of the labour party.”” Here 
Mr. Desmond agrees with Professor R. Michels who (in 
Die Sociologie des Partei-wesens) has written despairingly of 
democracy, because his experience as a worker in the social 
democratic party has convinced him of this truth, that 
power inevitably falls into the hands of the ablest and most 
energetic few. But Mr. Desmond, unlike Professor Michels, 
does not despair of democracy. He has the rare capacity to 
face the facts of human nature, to resign the fallacies of the 
egalitarian democrat, and to realize that a democracy that 
is to succeed must temper the purely democratic spirit with 
the spirit of true aristocracy. “Men and women of imagina- 
tion, still keeping alight the sacred fire which illuminated 
the pioneers of labour, are, all unconsciously, beginning to 
evolve the New Democracy! It is a democracy which, 
dropping the catchword ‘ Equality ’ and observing that men 
and women are enormously varied in quality, development, 
2. I well remember a speech on a notable occasion by Mr. Philip Snowden, generally 
acclaimed the most intellectual and hard-headed of the socialist orators of Great Britain 
The of his ar tt was— human nature is thus and thus, and, if you doubt it, 


you are a cynic. A most effective form of argument and one which is the essential 
foundation of most socialist theories. 
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and effort, is gradually recognizing the principle of ‘ spiritual 
aristocracy.’ It is upon these men and women .. . that 
the future of democracy depends. It is that ‘ eternal mi- 
nority ’ from which all progress comes.” ‘The only justi- 
fication of Democracy is that it elect leaders superior in 
brain and spirit to the rank and file who elect them... . 
If the mass can not or will not elect the master mind, then 
democracy will be thrown on the scrap heap of evolution 
as one more experiment which has been tried and failed.” 
‘Even under the Democratic State the only claim to leader- 
ship will be the claim of spiritual aristocracy and spiritual 
superiority — not merely the claim, but the fact.” 

Another fallacy which prevails among the intellectuals 
who sponsor the labor party, as well as among the rank and 
file, is rejected root and branch by Mr. Desmond, who in 
this also shows a capacity for right thinking astonishing in a 
man of his antecedents and sympathies; namely, the fallacy 
of “internationalism.” Mr. Desmond has learned that true 
internationalism means the mutual respect and friendly co- 
operation of stable nations, and that such internationalism 
is not to be achieved by destroying nations, or by breaking 
down all national distinctions. What is commonly called 
“internationalism” and advocated under that name by 
the blind leaders of the blind who decry nationalism and 
abhor patriotism should more properly be called “ cos- 
mopolitanism.”’ The confusion of these very different things, 
“internationalism” and “‘cosmopolitanism,” is a vulgar error 
committed by many who might be expected to avoid so 
simple a fallacy. This is clearly seen by Mr. Desmond. He 
rightly rebukes the folly, the lack of psychological insight, 
of the apostles of the ‘“‘world state” that is to supersede 
immediately our obsolescent nations: ‘‘When Mr. H. G. 
Wells . . . insists that the quick establishment of ‘the 
World State of all Mankind’ alone can prevent civilization 
from perishing, he is asking for the impossible. . .. These 
things are today impossible and unattainable and incom- 
prehensible for two reasons and two only: first, Nationality 
is still the most powerful driving force in the world; and 
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secondly, an International World State will only be possible 
when each unit composing it is that of a fully conscious 
nation, proud of its nationhood and fully realizing the 
significance of nationality.”” ‘Men who have no love of 
country and no patriotism are of no use in the International 
Building to come. No man can be Internationalist before 
he is Nationalist. A man who has not learnt the cohesion 
of country is not likely to learn the greater cohesion of 
countries. The man who has not learnt to live and move 
and have his being through the soul of a nation is not going 
to do so through the International Soul.” ‘This reaction in 
its turn will presumably guide to the Higher Collectivism 
and to a genuine Internationalism, both founded in a con- 
scious individualism as in a conscious nationality, and both 
animated by that aristocracy of spirit which will replace 
the aristocracies of blood and of money.” * 

What then of the British Labour Party “the giant with 
the feet of clay”? It has one great virtue — it is, in spite 
of the foolish theories of the intellectuals who have attached 
themselves to it, fundamentally patriotic; ‘‘The British 
worker is still, not violently but quietly, surely, insular and 
national, fundamentally unchanged throughout in the mass 
throughout the years. The Great War proved it to the hilt.”’ 
But the party has many faults. In the first place it still 
hugs all those fallacies and delusions which Mr. Desmond 
has: discovered for himself and so courageously rejected. 
Its devotion to these will not, however, explain all the 
weaknesses which Mr. Desmond ruthlessly exposes to the 
gaze of a bourgeois world, a world which not long ago seemed 
to accept with resignation the near prospect of a Labour 
Government. 

Speaking as a member of the labor group, Mr. Desmond 

3. These and other utterances of Mr. Desmond’s would tempt me to suppose that 
he had studied my “Group Mind,” were it not made clear that he has discovered these 
truths, not by any academic route or by any deduction from psychological principles, 
but rather through twenty years of strenuous participation in the rough and tumble of 
socialist and labor agitation. Mr. Desmond, in fact, seems to be one of those rare cases 
of men who learn political wisdom by taking part in practical politics, by discovering 


through painful experience the fallacious nature of the principles they had enthusiasti- 
cally embraced. 
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complains of its absence of a considered policy on such great 
issues as the value of patriotism and religion and idealism. 
“Then came the war and knocked our theories into a cocked 
hat. . . . Our leaders had never been clear about country 
and patriotism. We were not very clear about anything... . 
We hated facing facts.” And the trouble is not merely 
intellectual, the hugging of fallacies and the lack of thought- 
out policies. It is moral also. The Labour Party is given 
up to the policy of “loaves and fishes,” of “less work for 
more pay,” of limitation of production. ‘‘The [labor] move- 
ment as a whole is inchoate, lacks constructiveness, is bank- 
rupt in spiritual driving force, and tends more and more to 
exalt the material at the expense of the finer things of life.” 
He cites with approval the following verdict: ‘‘ Labour’s 
opponents believe they will always be able to sidetrack 
labour, and they believe it with full justification, having 
regard to labour’s record. So many of the labour leaders 
are out for themselves. And they lack imagination and 
enthusiasm. Few of them can resist a job, still fewer flat- 
tery.” Nor is it the leaders only who are imperfect. Mr. 
Desmond avoids the popular socialist fallacy that all who 
hold office or power are naturally bad, and all who do not are 
noble and generous and incorruptible. -He criticizes the rank 
and file as well as the leaders. ‘The striker usually strikes 
because the other fellow strikes . . . not because he has any 
political creed or because he wants to be a saviour of society. 
He wants to save himself.” Our author does not mince his 
words; he sees so clearly the defects of both leaders and fol- 
lowers that he is moved to write of “the rotting body of 
the labour party.” Labor parties, leaders and masses, being 
what they are, what Mr. Desmond shows them to be, “‘is it 
not assured,” he asks, ‘‘even as today almost every country 
in Europe where labour is moving to power has shown it, 
that the bureaucrat [the labour leader] will fast pass into 
the autocrat, impregnably intrenched behind his ‘official’ 
bulwark, finally reaching what seems to be the inevitable 
goal of democracy in our time — a dictatorship.” But this 
is contingent upon the appearance of a man with the qualities 
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of a dictator. Pending his appearance, three possible roads 
lie before Democracy, says Mr. Desmond. 

First, the road of direct action, now so largely in favor. 
That way lie madness and chaos and all the horrors of 
Russian Bolshevism. The war “has shown that nothing is 
impossible, not even that infinitely greater cataclysm which 
will come inevitably if Demos take the road of Direction 
Action.” For he recognizes that the danger of such men as 
Lenine and Trotsky “‘lies not in their power to wage success- 
ful revolution . . . but in their power to send civilization 
crashing to the dust.” 

The second road is that of the “‘mass vote’”’; by which he 
means the substitution for representative democracy, which 
aims at choosing the best men as its representatives and 
submitting largely to their guidance, of the principle of 
delegation and an equal influence for each man. The realiza- 
tion of this, the ideal of pure democracy, would be equally 
fatal. “If, however, Democracy persists in the sand-bagging 
of society by the ‘mass vote,’ we should see, not the crash- 
ing of a civilization, but its crumbling. We should see a 
sclerosis of civilization extending over a lengthy period with, 
at the end, a degradation and intensive dry rot from which 
it might take the White Race centuries to recover.” 

The third road is that of “‘self-development and spiritual 
democracy.” After pointing to the failure of many experi- 
ments, Mr. Desmond writes: ‘‘ What all the experimenters have 
forgotten is that the ultimate factor of the labour problem is the 
factor of the human being himself. . . . As the man is, so will 
the system be... . There is no solution for labour unrest, 
beyond the building up of human character. ... When he 
[Demos] has developed all those qualities which today he 
lacks, his character will be changed, and when his character 
is changed the system will be changed, for only then will he 
be able to effectively use the numerical strength which today 
is but a weakness.” And again: “Lack of education and 
unconsciousness [and the latter term can only be taken to 
mean lack of intelligence] constitute that paralyzing at- 
mosphere which prevents the labour masses, hitherto, on 
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the political or industrial field, in Great Britain or outside it, 
from getting anywhere.” 

Here, then, is a diagnosis from inside the labor movement, 
strangely like Mr. Stoddard’s. For Mr. Desmond’s ultimate 
verdict is that all the various groups that roughly fall under 
the label of ‘‘Labor” are ineffective for good, and rather 
threaten civilization with speedy and red ruin, just because 
they are lacking in intellectual and moral qualities. Mr. 
Desmond, it is true, has not apparently entertained the 
notion that perhaps these qualities are not displayed just 
because they are not there. He seems still to retain a vague 
belief that the necessary qualities are latent, only needing 
the magic touch of education to bring them into operation. 
Like our enthusiasts for more and more schooling, who are 
always scornful of what education has done already and 
exuberantly confident of what it will do when they shall 
have effected the necessary reforms, shall have put into 
effect their own peculiar fads, he neglects to consider the 
biological problem. In spite of his admirable desire to “face 
the facts,” his courage and honesty and clear sight, he has 
not yet faced what, if not an established truth, is at least a 
possibility, namely the view represented so confidently by 
Mr. Stoddard —the view that ‘labour’ is composed in the 
main of those individuals and those strains which have failed 
to climb the social ladder, just because they are innately 
lacking in the capacity for doing so. Is there any other 
explanation of the ineffectiveness which Mr. Desmond ex- 
poses, of the failure of labor to produce men capable of great 
leadership, men who could make the party a great political 
force exerting an influence commensurate in some remote 
degree with its immense numerical strength? 

There would seem to be only two alternative explanations: 
either the mass of labor is so extremely lacking in intelligence 
that it cannot recognize and appreciate men of superior 
qualities when they appear within its ranks, or there is a 
great dearth of such qualities among them. There seem to 
be no indications in favor of the former alternative. Rather 
the evidence is all the other way. The labor man who mani- 
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fests a combination of good intelligence with strong character 
rises rapidly to power within his party; and figures as a 
giant among his fellows. Then he enters Parliament or attains 
some other position in which he is matched against other 
men not of the labor party. In Parliament he is treated with 
the greatest indulgence; the dice are loaded in his favor; he 
represents the enormous voting power of the “working 
classes.” Yet always hitherto he has disappointed the 
extravagant hopes of his party. He quickly finds his level. 
The most outstanding of them, such as honest John Burns 
and Sir David Shackelton, become faithful and capable 
administrators of some minor office. They are then re- 
proached by their party with having gone over to the 
bourgeois class, as indeed they have; for experience and re- 
sponsibility have taught them the stupidity of the theory of 
the class war, and that a man’s highest duty is to serve not 
his “class” but his nation. Indeed, it would seem that the 
British Labour Party has tacitly admitted the truth of this 
interpretation in recently opening its doors and welcoming 
to its fold the brain workers, who a generation ago were 
regarded as necessarily of tne despised bourgeois. This is no 
doubt a movement to be welcomed by all, altho and because 
it is an implicit recognition that labor cannot stand alone 
and a practical repudiation of the dogma of the class war. 
The history of the labor party in Britain, as revealed by 
Mr. Desmond, affords, in short, strong confirmation of the 
view that for the British laboring class the gate of career nas 
been so long and so widely open to the talents that most of 
the talents have passed through it and few remain within 
the fold. By Mr. Desmond, as by so many others, this view 
seems never to have been entertained as a possible hypothesis. 
For the belief that mute inglorious Miltons and Lincolns 
still hide their talents in every large workshop still prevails. 
He calls for more education and a sterner self-discipline. 
Excellent things no doubt; but the capacity for stern self- 
discipline is not made to order or to exhortation however 
eloquent, but is inborn. And there’s the rub. Our two 
authors, then, approaching the great problem of our time 
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along very different lines, point to the same conclusion: Mr. 
Stoddard in the most emphatic and explicit manner; Mr. 
Desmond by implication only, because he stops short before 
drawing that inevitable conclusion. That conclusion is that 
the wealth and continued prosperity and stability of a nation 
are functions of the inborn intellectual and moral capacities 
of the population; and that our civilization is in very real 
danger, because more and more our societies breed from the 
bottom and die off at the top, because the drastic and cruel 
selective death rate of natural selection has given place to a 
selective birth rate, a form of selection which (tho it might by 
intelligent direction be made to promote vastly the welfare 
of mankind) at present operates strongly, as so often in the 
past, towards the destruction of all the gains made by the 
intellectual and moral efforts of countless generations of 
mankind. 

Mr. Desmond’s conclusions about the British Labour 
Party cannot be simply transferred to labor in America. 
For conditions are very different. It may be that here labor 
has been less completely depleted by the social ladder; it 
may be that immigration has brought it on a large scale new 
elements of potential strength which have not yet climbed 
the ladder. But there is not much ground for any such sup- 
positions. The differences would seem to be mainly these two: 
first, that patriotism can hardly be so deeply rooted in the 
mass of American labor as in the British, for a large propor- 
tion of American labor is still only very partially Ameri- 
canized. It has taken many generations of national life to 
consolidate the mute but effective patriotism of the British 
masses. Secondly, American labor enjoys a much higher 
level of material prosperity, of opportunity, of variety. Is 
it possible to foresee how the industrial masses of America 
would react, if they were deprived of their immense ad- 
vantages and reduced to the economic level of British or 
European labor? Yet one of the main conditions of the 
superior advantages of the American laborer in the past 
must either be withdrawn or, if it continues, must itself 
automatically destroy much of that superiority. I mean the 
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stream of immigration supplying hands to do the rougher 
and less well-paid work, anc to form a stratum of society on 
which the American workingman can look down with the 
feeling that he himself is rising in the social scale, thus 
diminishing greatly for him the risk of developing a disturb- 
ing “inferiority complex.” 

W. McDovaa.t. 

HarvarpD UNIVERSITY. 





KNIGHT’S RISK, UNCERTAINTY AND PROFIT? 


A Goon idea of the subject matter of the book is conveyed 
by a description of its three parts. The first, of about fifty 
pages, is methodological and historical, and is labeled ‘“ In- 
troductory.”” Part II, “Perfect Competition,’’ runs to 
nearly one hundred fifty pages, and elaborately utilizes the 
defense of the abstract method made in Part I. Part ITI, 
called “Imperfect Competition through Risk ar! Uncer- 
tainty,’’ approaches two hundred pages in length and con- 
tains the author’s constructive contribution. 

Of the two chapters in Part I, the methodology of the first 
is unduly self-conscious. The historical notes constituting 
the second chapter are in due proportion, since the book 
does not profess to be a history of the theories of profit. The 
length of Part II is naturally associated with the introductory 
emphasis upon the abstract method. A high degree of ab- 
straction involves the enunciation of principles that are 
nearly, if not quite, self-evident, since testing out and prov- 
ing them is precluded. It seems, therefore, that spun-out 
abstraction becomes either the elaboration of the obvious 
or the bald assertion of the unconvincing. There are ele- 
ments of both these things in Part II. There are other things 
in these chapters beside the abstractions, some of which lead 


1. Frank H. Knight, Risk, Uncertainty and Profit. Boston and New York, Hough- 
ton Mifflin Company, 1921. Pp. 381. $3.00. (Hart, Schaffner & Marx Prize Essays, 
Vol. 31.) 
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up to the constructive theory. The book would have been 
better constructed, in the reviewer’s opinion, if the whole 
ground of Part II, together with Chapter I, had been covered 
in a single chapter. Of course this would have involved omis- 
sions. One subject that could have been omitted without 
loss would be the discussion of utility, to which subject the 
reviewer will return. 

The book could also have been made much more intelligible 
by the frequent use of section heads. It is divided into twelve 
chapters that average over thirty pages each. The abstract 
nature of the discussion makes topical subdivision rather 
necessary. An index of less than three pages and a table of 
contents of less than four are, under the circumstances, not 
good as substitutes for section heads, if, indeed, they are 
adequate to their immediate purposes. 

The above criticisms are of minor importance and interest 
compared with the constructive contribution the author 
makes. But the substantial value of the treatise is in Part 
III, and it is perhaps doing a favor to the author as well as to 
his public to suggest that the reader who is tolerably well- 
read in economics can practically ignore the first two parts, 
altho they contain evidences of astute thinking as well as of 
comprehensive reading in the literature of economics. 

It would be desirable to quote from the book a summary of 
the author’s conclusions regarding the nature of profit and 
of the entrepreneur’s function. But no such summary is 
offered, hence the reviewer will attempt something of the 
sort. Profit is stated to be related to risk and uncertainty. 
With uncertainty eliminated there would be no profit. 
Risks, however, can be reduced by various means, especially 
by insurance or by their grouping and averaging. But there 
remain other uncertainties which the entrepreneur cannot 
eliminate, so far as they affect him, by paying an insurance 
premium. These are distinguished as uncertainties, risks 
not being uncertain when grouped. Uncertainties can only 
be dealt with by the exercise of judgment, the processes of 
which are largely unanalyzable, such judgment being a gift 
or special faculty. It may be exercised for hire to a greater 
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or less extent, in which case the entrepreneur is he who chooses 
the one to exercise judgment. In the case of a corporation — 
which is recognized as a crucial problem in the task of identi- 
fying the entrepreneur — there is a graded series or system 
of exercises of judgment. The judgments become to an in- 
creasing extent a matter of selecting others to deal with the 
objective uncertainties until the general manager or president 
is reached, who is chosen by the directors, who in turn are 
chosen by the stockholders. The latter are the real entre- 
preneurs, net only in the sense that they take the conse- 
quences of uncertainty but also because they assume the 
ultimate responsibility by their acts in choosing the managers. 
They need know nothing of the business carried on by the 
corporation, their task being merely to choose men that have 
the qualities required for its operation.? 

It seems to be almost a necessary defect of the quality of 
originality that a new theory be supposed by its author to 
contain more of the truth than it does, and usually all the 
truth. So far as the reviewer knows, Professor Knight has 
presented an original, as well as an important, theory. To 
say that he overestimates its explanatory scope is not a 
severe criticism, unless all the importance it has in his con- 
ception is due to overemphasis. 

One important element of strength in the theory is its 
attempt to find the entrepreneur under conditions where 
business is conducted mainly by corporations. No textbook 
with which the reviewer is acquainted (he has read none for 
some time) squarely meets the problem presented by this 
situation. Professor Knight offers a well-reasoned argument 
for identifying the stockholder as the entrepreneur. Previ- 
ously economic theory has usually indicated the manager as 
the entrepreneur, altho the point was not likely to be clearly 
made and was not often consistent with the theory of profit 
held. To meet this problem squarely is a great step in ad- 
vance, even tho the solution offered is not complete and final. 

2. “The crucial decision is the selection of men to make decisions.” P. 297. “It is 
the margin of error in the exercise of this most ultimate faculty of judging faculties 


whose exercise is the essence of responsible control, which constitutes the only true 
uncertainty in the workings of the competitive organization.” P. 311. 
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Professor Knight shows he has read broadly and thought 
effectively in the literature of corporate organization and 
finance. His view of the importance of the stockholders in 
selecting corporate leaders, and in even thus indirectly 
determining corporate policies, might, at least as applied to 
American conditions, be called naive, but is probably to be 
attributed rather to his zeal for his own theory. Certainly 
in many corporations the directorate is practically chosen 
by coéptation (perhaps under banker dictation), tho the self- 
perpetuating oligarchy is tempered by legal provision for 
revolution. Moreover, the author does not hint at the em- 
ployment of corporate organization as a device of salesman- 
ship. Business enterprises are still largely organized and 
built up as individual or partnership affairs; and are in- 
corporated when the owners wish to sell. But it is consistent 
with Knight’s theory that stockholders may serve better 
as entrepreneurs in the conduct of an established business 
than in the formative period. 

The competing conception with which this theory must 
presumably effect a merger is a price-difference or speculative 
theory of the place of the entrepreneur. A speculator who 
buys on i:nurgin and whose stock is ‘held and voted by his 
broker can hardly come within Professor Knight’s conception 
of anentrepreneur. A speculator in the futures of the produce 
markets is even more definitely not concerned with judging 
human capacities and choosing men but merely with sheer 
price differences. He sometimes disburdens others of un- 
certainties (when he takes the other end of their hedges) 
and he is always seeking profits that are uncertain. 

In fact, the speculator appears to be the entrepreneur ab- 
stracted from doing anything that is constructive. The 
stockholder’s relation to production may be quite similar. 
But if he buys for investment, he will make up his accounts 
differently and income and outgo will be largely made up of 
dividend receipts and interest payments. The moot point is 
whether the kind of uncertainty with which the speculator 
deals is not more nearly typical of the entrepreneur’s activity 
than the kind of uncertainty which the author exploits. 
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Professor Knight both digs rather deeply into the foun- 
dation of the theory of profit and also occasionally digresses 
beyond matter having any particular relation to the sub- 
ject. In one way or the other — it seems rather unneces- 
sarily — he devotes considerable attention to the subject of 
the nature of utility. The opinions expressed are such as the 
reviewer cannot fail to deal with critically.* 

The author’s views upon this subject are developed espe- 
cially in the first chapter of Part IT, entitled, ““The Theory of 
Choice and Exchange.” The essence of his position is that 
there is no utility that does not find expression in price. 
For example, he says: “The earlier units are no different 
from the later ones . . . ; up to a certain point the balance 
is positive, then it suddenly becomes negative . . . ; each 
[unit] is worth what it costs, but also costs what it is worth.” 
(p. 71). The subject of the paragraph is warrant for taking 
“worth” as meaning utility. Another illustration of the 
author’s viewpoint (and of its weakness), is the statement: 
“Tf the thing itself is not wanted somewhere else it will not 
have (exchange) value, and we should not even say utility 
if the word is properly defined”’ (p. 93). It is quite true 
that, if utility is made synonymous with exchange value, 
whatever has been done with utility in the field of the eco- 
nomics of consumption is vain. But utility has not in fact been 
so defined or conceived. What the statement means is that 
the author has no use for the idea of utility. That rather 
disqualifies him from saying what is a proper definition. 
The frequent reference to economic utility (which may reason- 
ably be translated marginal utility), and to importance and 
worth as synonyms of utility, may be taken to mean, not 
merely that the author does not himself wish to deal with 
the economics of consumption, but that he is also reluctant 
to have others do so. 

Elsewhere “udility in the economic sense’’ is said to be 
equivalent to “power over conduct” (p. 61). This seems to 


3. Professor Knight is acquainted with the writer’s book, Welfare as an Economic 
Quantity, but does not mention it, possibly becamse its mention would necessarily be 
controversial. 
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be broad enough, tho apparently it is the basis for the state- 
ment made in the same paragraph that “ascribing economic 
utility ¢ to free goods”’ is “a pernicious error.”’ If all conduct 
be reckoned cost, and if the ascription of utility be refused 
where there is no effort, the statement is plausible. But the 
reviewer would say that a cool breeze on a hot summer day 
has utility, even tho there be enough for all and to spare. 
Even if one must go to a nearby elevation to obtain the 
benefit, to call it an economic good would hardly seem war- 
ranted. Fresh outside air is perhaps never an economic good, 
tho the means of obtaining it doubtless are. Of course 
liquid air is an economic good. It is true that many free 
goods cease to be consciously reckoned with and sought; but 
to refuse to recognize their possession of utility is no more 
@ necessary consequence than is the denial of the material 
existence of the air a logical consequence of its not ordinarily 
being visible, tangible, etc. Apples seem to have utility to 
the farmer’s boy even when they are to be had in super- 
abundance. 

Even if consciousness of the utility of free goods is in most 
cases potential rather than positive, that is no sufficient 
reason for the allegation that they have no utility. The zero 
of want or utility or affection should doubtless not be thought 
of as an absolute zero or analogous to a vacuum, but rather 
as a level of feeling which is determined in part by use and 
habit. 

The more important practical aspect of the denial of the 
existence of supefmarginal utility arises in connection, not 
with free goods, but with goods having economic value, and 
especially with such as are more or less unique or distinctive 
in the particular individual’s economy, instead of being units 
of a homogeneous supply. It is rather disconcerting to have 
to argue about the proposition that, in Adam Smith’s words, 
value in use may often exceed value in exchange. Does a 
smoker feel that his pipe has less value after it has been well 


4. The confusing, if not question-begging adjective, is commonly used by the author. 
One would be warranted in supposing ic utility” and “economic goods” to 
be parallel conceptions. 
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seasoned? Will he not spend a half day looking for the old 
pipe while giving no further thought to the loss of a new one? 
Nor is the utility of a seasoned pipe a personal idiosyncracy; 
it is a general phenomenon. What is in the mind of a shopper 
who on occasion says she would not give a cent more for a 
certain article bought, and under different circumstances that 
she would be willing, if necessary, to give (for a different sort 
of article) twice as much as she actually pays? Most du- 
rable goods are not units of a homogeneous supply but are 
in varying degrees distinctive at least, and often unique in the 
individual economy. 

Even as regards a good that is homogeneous, it does not 
seem to the reviewer that salt, for example, will be thought 
of in any family as having only such utility as it may possess 
in the lowest-ranked use to which the head of the family 
might on occasion be ready to put it (perhaps to reduce the 
danger of falling on icy steps). The force that attaches to 
the denial that “there is a difference between utilities of 
different portions of supply” (p. 62) is entirely dependent 
upon the technical fact that definite physical units cannot 
be identified as devoted to particular uses. But for some 
purposes such physical identification is not necessary. Which 
has the greater utility, a pound of salt or a pound of pepper? 

Professor Knight suggests that he is a follower of Wick- 
steed and Fetter (footnote on page 64) in his avoidance of 
hedonistic terminology and implications. His position is in 
effect a refusal to consider what is behind the facts of choice. 
There is no particular occasion for criticism of this attitude 
if adopted as a sort of methodological self-denying ordinance. 
It would perhaps, also, not matter that the position is con- 
sciously anti-hedonistic, but for the fact that its negations are 
much broader.® 

Preceding or accompanying a conscious choice are mental 
processes which constitute or include a judgment of value. 

5. Wicksteed, as read by the reviewer, successfully avoids the employment of the 
term utility and does not lay himself open to any of the criticisms above made. His 
discussion fully recognizes the fact of super-marginal utility. He is not antagonistic to 


a hedonistic explanation of choices in part, but definitely makes room for other pos- 
sibilities. 
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The judgment of value is by no means concerned merely 
with economic values, and when dealing with economic 
goods, tho frequently affected reciprocally by knowledge 
of pecuniary and commercial values, takes into consideration 
any elements of utility that appeal to the subject regardless 
of whether they find expression in price or not. It is not 
common sense to say that the utility of a boy’s jacknife is 
proportioned to its price. It is contrary to common sense 
to say that the utility of any familiar article of use and enjoy- 
ment is measured completely by its objective or subjective 
exchange value. Difficulties of measurement or of quantita- 
tive estimation, of course, there are, but to him who would 
deny the existence of the hippopotamus * because its image 
is not easily assimilated, the advice is to learn better. There 
are quantities not readily measurable in yards, pounds, 
quarts, dollars, etc., and they are important for economics. 
Just as the notions of the so-called spiritualists are often 
grossly materialistic, it appears that anti-hedonism can be 
astonishingly gross. 

There are a number of incidental expressions in the book 
that are irritatingly overdone. The suggestion that the dis- 
tinction between earned and unearned income is futile (pages 
128 f., page 170, footnote on page 180) can scarcely be 
ignored. It is true that what a man earns depends largely 
upon inherited ability and upon the educational and other 
advantages his parents and his community have given him 
and it is true his property may have come to him in the same 
way. But, if he earns his own salary but not his brother’s 
salary, it would seem that it may also be said that he earns 
the income from his labor but not the interest on bonds he 
has inherited from his father. 

The reviewer regrets the extent to which his comments 
have been critical. The outstanding fact about Professor 
Knight’s book is that the author has made a contribution to 
the theory of profit that no student of the subject can afford 
to neglect. Nor is the merit of Part III confined to the main 


6. All have heard of the farmer whose reaction to his first sight of a hippopotamus 
was expressed by his exclamation: “ There ain’t no such animile.”’ 
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idea. The first chapter of the part on the Meaning of Risk 
and Uncertainty, for example, shows a breadth of conception 
which cannot be expected of the mere economist. The 
reviewer does not find in the epistomology here exploited 
such scholastic quirks as mar other parts of the book. 


G. P. WarTKINs. 
Wasurineton, D. C. 
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MOORE’S WORK IN CYCLES: A REVIEW 


In 1914 appeared a stimulating volume by Professor H. 
L. Moore entitled Economic Cycles: their Law and Cause. 
This volume was an attempt to show that the familiar eco- 
nomic cycles of business expansion and depression had their 
origin in physical phenomena — an attempt at once recall- 
ing Professor Jevons’ earlier suggestion of a relation between 
these same economic cycles and sun spots. Professor Jevons’ 
theory, however, would make the length of the cycle approx- 
imately eleven years, while that of Professor Moore is based 
upon a rainfall cycle of eight years. 

Since the above-mentioned volume appeared, Professor 
Moore has continued his studies with enthusiasm and great 
industry. Students of his method, in addition to the volume 
above referred to, should read the following articles from his 
pen: “Forecasting the Crops in the Dakotas,’ Political 
Science Quarterly, June, 1919; “‘Crop Cycles in the United 
Kingdom and in the United States,” Journal of the Royal 
Statistical Society, May, 1919; “Crop Cycles in the United 
Kingdom and in France,” ibid., May, 1920; “Generating 
Cycles of Products and Prices,’’ Quarterly Journal of Eco- 
nomics, February, 1921; ‘‘Generating Cycles Reflected in a 
Century of Prices,’’ ibid., August, 1921; and ‘‘The Origin of 
the Eight-Year Generating Cycle,” ibid., November, 1921. 

The above articles aim to be progressively corroborative 
of his main thesis, which, in brief, is as follows: An applica- 
tion of Fourier’s analysis to rainfall data in the Ohio valley 
and in Illinois was believed to demonstrate a recurring eight- 
year cycle superposed upon a thirty-three year cycle. These 
rainfall cycles were then by an application of Pearson’s 
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formula for correlation found to correlate positively with 
crop cycles and negatively with price cycles. An essential 
feature in this part of the investigation was a study of de- 
mand curves and the relation of crop cycles to price curves. 
Having once discovered what appeared to be an eight-year 
cycle of rainfall, Professor Moore in his subsequent articles 
adduces corroborative evidence of the soundness of his 
theory by the further discovery of approximately eight-year 
cycles in crop yields and crop prices in the United States, 
1882-1918, with a strong negative correlation between the 
two series, and, in the same article, demonstrates eight- 
year cycles in the case of coal and iron production and in 
raw materials for manufactures.' Again, a study of Sauer- 
beck’s index numbers of general wholesale prices, 1818-1913, 
yields the familiar eight-year cycle,? as does also the data 
for yield per acre of representative crops in the United King- 
dom since 1884* and in France. Moreover, the cycles of 
crop yields in the United Kingdom, in France, and in the 
United States were found to synchronize. Finally, he quotes 
from the work of Professor A. E. Douglass, Climate Cycles 
and Tree Growth, in which a study is made of tree rings, 
in Arizona and elsewhere, in their relation to rainfall, and 
finds in this remarkable investigation further evidence sub- 
stantiating his theory. He quotes from an article by H. W. 
Clough of the United States Weather Bureau, entitled “‘An 
Approximate Seven-Year Period in Terrestrial Weather, 
with Solar Correlation’ ® and also from an official publica- 
tion of the Weather Bureau, ‘‘Report on the Barometry 
of the United States, Canada, and the West Indies,” in 

1. Quarterly Journal of Economics, February, 1919. 

2. Ibid., August, 1921. 

3. Journal of the Royal Statistical Society, May, 1919. 

4. Ibid., May, 1920. 

5. The quotations from the work of Professor Douglass, as they are made to appear 
in the Quarterly Journal of Economics for November, 1921 (p. 10), are as follows: 
“*The interval from 1830 to the present time divides . . . fairly well in (a period) of 
7.3 years’ (p. 108). As to the whole record of 500 years, he says, ‘a 7-year period is also 
frequently observed’ (p.101). In Table 8 (p. 108) Professor Douglass indicates that his 
cycle of approximately 7.3 years has been continuous since 1817."’ It will be noticed that 


even in these quotations Professor Douglass makes no mention of an eight-year cycle. 
6. Quarterly Journal of Economics, November, 1921, p. 14. 
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which the record of barometric pressure is found to indicate 
cycles, and an interval of about eight years is found to exist 
between periods of maximum pressure and like intervals 
between periods of minimum pressure.’ 

The work of Professor Moore shows an immense amount 
of painstaking research, and yet in spite of the great wealth 
of apparently corroborative evidence, I regret to say that 
I find the work unconvincing. 

In the Quarterly Journal of Economics for May, 1915, I 
reviewed Professor Moore’s first volume, Economic Cycles: 
their Law and Cause, and was led to question the sound- 
ness of his conclusions. I observed that “the eight and thirty- 
three year cycles were derived from data as to annual 
rainfall, while the whole argument rested upon effective rain- 
fall at the critical periods of the growth of the several crops 
considered.” Professor Moore failed to correlate these two. 
I then discovered that while the data for annual rainfall 
revealed a fairly well-marked cycle of eight years, the period- 
ogram for effective rainfall showed only very minor indica- 
tions of an eight-year cycle. There was in the latter case 
slightly more indication of a seven-year cycle and some in- 
dication of a seven-year cycle in the case of the yields per 
acre of nine principal crops. But in the case of prices the 
indications were better for a nine, or even a ten-year cycle. 
Graphs constructed to the seven-year cycle for crops and the 
nine-year cycle for prices showed an excellent fit. I am re- 
peating here these criticisms from my former review because 
the whole superstructure of Professor Moore’s theory rests 
upon an effective rainfall cycle of eight years and its correla- 
tion with crops. It is the “generating cycle” having its 
origin in non-economic causes upon which all the subsequent 
economic cycles are made to depend. Therefore, before the 
rest of the theory can be given much credence, the eight-year 
cycle of effective rainfall must be firmly established and this 
Professor Moore has failed to do. 

But in his subsequent work, taken by itself without refer- 


7. Quarterly Journal of Economics, November, 1921, pp. 16, 17. 
8. Ibid., May, 1915, pp. 634-637. 
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ence to the basis of effective rainfall, there are many matters 
that call for explanation. I shall select for critical study 
only a few. In the August number of the Quarterly Journal 
of Economics, a study is made of Sauerbeck’s table of index 
numbers of wholesale prices from 1818 to 1913. This table 
covers a period of ninety-five years. In it an eight-year 
cycle would be repeated eleven times. Hence if such a cycle 
depended upon some regularly recurring natural phenomenon 
the evidence for it should be unmistakable. Therefore, it 
has seemed better, in the compass of a review, to make a 
somewhat detailed study of this table rather than to attempt 
an exhaustive treatment of all of the alleged cycles discovered 
by Professor Moore. 

In the first place, the method of attack is to me unsatis- 
factory. There is a tendency to apply formulas with un- 
critical confidence. The successive steps of the process are 
not enough subjected to the test of observation, independent 
thought, and reason. Availing himself of a method sug- 
gested by Professor Turner, he first regards the whole period 
as a single cycle of ninety-six years, which cycle he computes 
and fits to his crude data. He then computes the amplitudes 
of cycles whose periods are the harmonics of ninety-six, i. e., 
48 (one-half of 96), 32 (one-third of 96), 24 (one-fourth of 96), 
19.2 (one-fifth of 96), etc., and from the amplitudes so com- 
puted selects those of considerable magnitude as referring 
to periods which may reasonably be assumed to indicate true 
cycles, and finally he superposes the cycles for such periods 
one upon another until he evolves a wavy line approximately 
congruent with his crude data. 

Now to employ such a method as this is deliberately to 
reject the aid which a graphical method affords. One of the 
chief advantages of a graphical method is that the direct 
perception of the eye affords suggestion to the reason. These 
suggestions of the eye must, of course, be mathematically 
tested and verified, but that is no reason why one should re- 
fuse to avail oneself of their aid. The first graph of the crude 
data makes no suggestion of a ninety-six year cycle, and 
when such a cycle is constructed it is for more than a third 
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of its course the absolute reverse of a good fit. And why 
should forty-eight years be selected as the next cycle period 
in order after ninety-six? It is evident to the eye that the 
whole period of ninety-five years divides itself roughly into 
two cycles. But why select forty-eight, rather than forty- 
nine or fifty? As a matter of fact by a method to be presently 
explained it was found that fifty-four was the most likely 
period. 

But even if we accept the method of harmonics — and 
undoubtedly if persisted in far enough it will lead to a curve 
approximating the crude data—there is one application 
which he makes of it which is entirely inadmissible Because 
there are rather large values of A? for 8.7 years and for 7.4 
years he assumes that the parameter of these cycles may be 
used for computing the parameters of a cycle midway be- 
tween them, as follows: 

The eight-year cycle which is representative of the Sauerbeck 


residuals in Figure 6 was computed from these two equations in the 
following way: Its period of eight years is the mean of the periods 


8.73 + 7.38 
2 
year cycle is the mean of the amplitudes of these two cycles, 


3.8 + 3.1 
2 


of these two cycles, = 8.05; the amplitude of the eight- 


= 3.45; 


and the phase of the eight-year cycle is the mean of the phases of 


Oo 


_ 50° 30’.° 





the two cycles, : 3 

It is singular how Professor Moore could have rested his 
case for an eight-year cycle on such reasoning when in his 
own table on page 5251 he had directly before his eyes the 
square of the amplitude of the eight-year cycle, 2.12, the 
square root of which, or the amplitude of the eight-year cycle, 
far from being 3.45, is only 1.45. The method is demon- 
strably false. Suppose our crude data formed the ordinates 
of a perfect cycle whose period was eight years. Now suppose 


9. Quarterly Journal of Economics, August, 1921, p. 522. 
1. Ibid., p. 525. 
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we used these ordinates as the crude data to which were to be 
fitted cycles whose periods were respectively between eight 
and nine years and between seven and eight years. Ob- 
viously, these cycles being a poor fit would both show a less 
amplitude than that of the eight-year cycle which was a 
perfect fit. Hence the mean of their amplitudes could not 
be equal to that of the eight-year cycle but would be less. 
As will presently be shown, a cycle of nine years shows a 
larger amplitude than either 8.7 years or 7.4 years, viz. 4.143, 
the square of which is 17.16. That is, the cycle of best fit 
lies between the harmonics 8.7 years and 9.6 years, with an 
amplitude greater than either of them, as, in theory, it should 
be. I think it not unlikely, judging from the appearance of 
the graph (tho I have not made the computation), that a 
cycle of fairly good fit for a portion of the distance would be 
found to lie between the harmonics 6.9 years and 7.4 years 
with an amplitude greater than either. 

When the Fourier theorem is applied to such a series of 
ordinates as is provided by Sauerbeck’s index numbers, a 
period of practically any number of years will yield a sinusoid 
of some amplitude, greater or less. This is shown in all of 
Professor Moore’s periodogram tables. But do any of these 
sine curves represent a real periodicity in nature? Professor 
Moore himself raises this question. On page 505 he says: 
“When the parameters of this equation [y = Ao + A: sin- 
(kt + €:) +Az sin (2 kt + @) + ...] are determined from 
statistical data the question arises as to the significance of 
the several terms of the Fourier series. Do the successive 
terms in the sine series correspond to real periodicities in 
nature, or are they merely formal terms the summation of 
which will give the observed values of the original data?” * 
In answer to this question he accepts Professor Schuster’s 
conclusion which, in brief, is that “the probability of the 
reality of an assumed cycle is . . . dependent upon the rela- 
tive size of A? where A is the coefficient of the sine term 
descriptive of the assumed cycle.”’ Since A is the amplitude 
of the cycle, this means that the probability that a cycle is 


2. Quarterly Journal of Economics, August, 1921, p. 505. 
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based upon a real periodicity in nature increases in proportion 
to the squares of the relative amplitudes of the cycles. This 
may be accepted, but it should be remembered that it is only 
a probability, not a demonstrated fact. I shall presently 
show that the amplitude may be very considerable in a case 
where it is practically certain that no periodicity in nature 
exists, and in the case before us of Sauerbeck’s index numbers 
I shall show that it is doubtful whether a certain cycle of 
considerable amplitude represents a real periodicity. The 
fit of a Fourier cycle becomes convincirgz only when the 
reasoning proceeds in the opposite direction. Let some 
periodicity in nature, such as sun spots or the conjunctions 
of Venus, be firmly established by independent reasoning, 
and let some causal relation based upon known physical 
principles be shown to exist between these phenomena and 
the phenomena under investigation, then an identity of 
Fourier cycles of large amplitude becomes strong corrobora- 
tive evidence of the correctness of our reasoning. Having 
established the rainfall cycle we may proceed to crop yield 
and business cycles. This, indeed, in the main is the method 
pursued by Professor Moore, except that he does not discuss 
the alleged cosmic cause, conjunctions of the planet Venus, 
until all of the other derived cycles have received attention. 

To discover, so far as could be discovered by merely in- 
vestigating for amplitude, the probability that the Sauerbeck 
index numbers represented real periodicities in nature, I 
availed myself to a considerable extent of the advantages 
which a graphical method affords of suggesting conclusions 
to the eye, afterwards checking these conclusions by a mathe- 
matical analysis. I plotted the crude data as shown in 
Figure 1. A general downward trend is clearly discernible 
for the whole period from 1818 to 1913. To investigate for 
cycles it seemed desirable to eliminate this trend. I accord- 
ingly fitted a straight line to the crude data by the method of 
least squares and then referred the price curve to this trend 
as an axis of abscissas as shown in Figure 2. Inspection of 
the diagram now makes it apparent that the whole period 
covers approximately two major cycles of prices. Beginning 
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at the extreme left there is a general downward movement 
of prices for about a fourth of the distance, then a general 
upward movement to the center, then downward and then 
upward to the extreme right. To discover the period of this 
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Figure 1. Graph of crude data of Sauerbeck’s index numbers, 1818-1913, with 
trend [y = 106.5 — 0.3784#] and fifty-four and nine year cycles superposed there- 
on [y = 106.5 — 0.37842 +12.429 sin(122°51’ +9,%2 ¢)+-4.143 sin.(55°53’ +2§%%)). 

Fieure 2. Sauerbeck’s index numbers plotted to trend as an axis of abscissas and 

fitted with fifty-four year cycle, [y =100+12.429 sin (122° 51’ + 4,°,°2)}. 

Ficure 3. Sauerbeck’s index numbers plotted to fifty-four year cycle as an axis of 

abscissas and fitted with nine year cycle, y= 101.3 —4.143 sin (55° 53’ +2824). 


cycle which would best fit the crude data I correlated by 
_ 2(zy) 

N0102 
its fiftieth, then with its fifty-first, then with its fifty-second, 
and soon. I found the coefficient of correlation highest when 
I correlated each term with its fifty-fourth, the coefficients 


Pearson’s formula ( r ) each term of the series with 
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decreasing as the interval of separation between the terms 
correlated was greater or less than fifty-four. At fifty-four 
the result was r = 0.5725. This led me to believe that the 
first major cycle of best fit was one with a period of fifty-four 
years. I accordingly computed by Fourier’s formula its 
equation (y = 100 + 12.429 sin (122° 51’ + 6° 40’ #)) and 
plotted it with the result shown in Figure 2. Again referring 
the data to this sinusoid as an axis of abscissas, the original 
data assumed the form shown in Figure 3. Inspection now 
led me to suspect a cycle of about nine years for a considerable 
portion of the period, tho it was clear that at the beginning a 
longer cycle of some nineteen or twenty years would make a 
better fit and at the end a cycle of shorter period — about 
seven years. I tried correlating by Pearson’s formula each 
term with its seventh, its eighth, its ninth, its tenth, and its 
eleventh. The ninth gave the highest correlation, tho even 
in this case the result was negative (r = — 0.1102). As 
it was larger than any of the others, however, I tried fitting 
a nine-year cycle to the crude data and obtained the equation 
y = 101.3 + 4.143 sin (55° 53’ + 40°¢). The curve was 
then plotted with the result shown in Figure 3. Now it will 
be observed that beginning about 1845 and continuing to 
about 1903 the nine-year cycle follows the ups and downs of 
the crude data with clinging fidelity. For the first twenty- 
seven years, however, and at the end of the curve the fit is 
poor. Indeed, there may be said to be no fit at all. Yet the 
Fourier formula for the whole period developed a cycle of 
very considerable amplitude (4.143), a value considerably 
larger even than that obtained by an erroneous method 
which Professor Moore accepted as indicating a real cycle 
of eight years (3.45) and nearly three times as large as that 
which he shows in his table on page 525 to be the true ampli- 
tude of the eight-year cycle (./2.12 = 1.45). If the squares 
of these amplitudes are compared (and it will be remembered 
that it is the squares which Professor Schuster regards as 
significant) the evidence in favor of the nine-year cycle is 
even more pronounced. Nine-year cycle, 17.164; eight-year 
cycle (erroneous method), 11.902; (correct method), 2.12. 
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Yet in spite of the large amplitude of the nine-year cycle I 
am skeptical as to its indicating any real periodicity in nature. 
Had the price data been collected only from 1845 to 1903, 
the evidence of a real periodicity (so far as a Fourier cycle 
can give such evidence) would have seemed conclusive. The 
large amplitude, the perfect fit, would have left little to be 
desired. Yet with the whole period before us the case is 
otherwise and serves to show how misleading may be the 
method even when applied to crude data for so long a period 
as fifty-eight years — over six complete cycles. With the 
whole ninety-five years before us, we see that the nine-year 
cycle bears no resemblance to the data for the first twenty- 
seven years nor for the last nine years. A true periodicity 
in nature should not fail so utterly to manifest itself through 
so great a part of the ninety-five years as thirty-six — more 
than a third of the entire period. During the first part of the 
curve it is apparent that a cycle of about nineteen years 
would make a fair fit. It will be noticed that in the table on 
page 525 the value of A? for the period of 19.2 years has the 
high value of 28.23. The truth appears to be that when we 
have a considerable series of years, as in the case of Sauer- 
beck’s index numbers, if a cycle shows a good fit throughout 
a portion of the period, it may, when computed by the 
Fourier formula, show a large amplitude even tho the fit 
throughout the remainder of the curve is very poor. I am 
inclined to think that the method of testing by correlations 
is somewhat more sensitive. As stated above, when apply- 
ing the method of correlation, and using as subject and rela- 
tive numbers in the series separated by an interval of nine 
years, the coefficient of correlation for the whole ninety- 
five years of the Sauerbeck table was negative, r = — 0.1102. 
When applied to the first twenty-seven and the last eighteen 
years, the results were even more strikingly negative, r = 
— 0.4425 and r = — 0.5046 respectively. But when applied 
to the fifty years following the first twenty-seven, the period 
wherein the fit is obviously so good, the correlation was 
strongly positive, r = + 0.7001. 


3. It must be admitted that the evidence for a real periodicity in nature for the 
nine-year cycle from 1845 to 1903 is very strong. The large value of r (0.7001), the 
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To show that in the case of a series of crude data so chosen 
as to preclude the possibility of a true periodicity in nature, 
the Fourier analysis may yet seem to indicate such a period- 
icity, the following experiment was tried. A die was thrown 
fifty times and the number of pips on the face falling upper- 
most was plotted after each throw. To preclude any juggling 
for results the first fifty throws were taken. The curve was 
fitted to a straight line trend by the method of least squares, 
and then to cycles of five years, as shown in Figures 4 and 5. 
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Fieure 4. Graph of fifty throws with a die and trend, y = 4.46 —0.03913¢. 
Fieure 5. Graph of fifty throws with a die plotted to trend as an axis of abscissas 
and fitted with five year cycle, y =10 +-0.66 sin (60° 21’ + 29.2%). 


The double amplitude of the cycle as compared with the 
extreme range of the crude data was very nearly as great as 
in the case of the nine-year price cycle just discussed. Die- 


small value of the probable error (0.0486), and the observed close fit of the curve to the 
crude data indicate a relation so close as almost to preclude accident. If as suggested 
in the closing paragraph business and price cycles are due to cyclical recurrences in 
mass psychology reacting through capitalistic production, it appears as tho during this 
period of nearly sixty years the psychologic sequence ran its course in nine years. The 
diagram suggests to the eye a tendency for the cycle gradually to shorten. Previous to 
1845 the period is longer than nine years and after 1900, less than nine years. The 
amplitude also tends to grow less. At any rate the diagram is sufficiently suggestive 
to call for a more detailed study than can be given to it in the compass of a review. 

It may be noted that in the case of general prices in the United States (1870-1910) 
the nine-year cycle showed the best fit. See Quarterly Journal of Economics, May, 
1915, pp. 635-637. 
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throw cycle, 22 per cent; price cycle, 25 per cent. At no 
part of the curve is the fit so good as that of the nine-year 
cycle from 1845 to 1903 in the case of the Sauerbeck index 
numbers. It is, however, about as suggestive of a true 
periodicity in nature as the eight-year cycles for rainfall 
shown on page 13 of the November issue of the Quarterly 
Journal of Economics. 

As was stated above Professor Moore adduces certain 
quotations in support of his theory from the work of Pro- 
fessor A. E. Douglass on tree rings. But these quotations 
leave an entirely erroneous impression of Professor Douglass’ 
work. It is true that he does find evidences of minor cycles 
of about eight years (not of precisely eight years, however) 
but such cycles are not deemed of sufficient importance by 
him to be even mentioned in the final summary of his work. 
What Professor Douglass does find and what he makes 
prominent in his summary is the sun-spot cycle of 11.4 years. 
On page 85 he says: ¢ 

We shall find that the sun spot cycle plays an important part in 
rainfall. 

And in the final summary, these words: 


(7) Practically all the groups of trees investigated show the sun 
spot cycle or its multiples; the solar cycle becomes more certain 
and accurate as the area of homogeneous region increases or the 
time of a tree record extends further back; this suggests the pos- 
sibility of determining the climatic and vegetational reactions to 
the solar cycle in different parts of the world. 

(8) A most suggestive correlation exists in the dates of maxima 
and minima found in tree-growth, rainfall, temperature, and solar 
phenomena. The prevalence of the solar cycle or its multiples, the 
greater accuracy as area or time are extended, and this correlation 
in dates, point toward a physical connection between solar activity 
and terrestrial weather. 


In my former review of Professor Moore’s work and 
methods I used these words: 


The suggestion is offered that before any cycles relating to rain- 
fall can be regarded as conclusive, some adequate astronomical or 
meteorological cause should be adduced.® 


4. Climatic Cycles and Tree Growth, A. E. Douglass. 
5. Quarterly Journal of Economics, May, 1915, p. 638. 
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The necessity of demonstrating some such basis in the 
physical universe is made more apparent by the test of the 
die throws given above. A cycle of fairly good fit was dem- 
onstrated for a period comparable to fifty years of rainfall. 
Yet the fall of a die is pure chance. It might, therefore, well 
happen that a cycle of large amplitude should adjust itself 
to the rainfall for a considerable number of years and yet 
the annual rainfall be dependent upon chance. Another 
selected period might show a cycle of very different ampli- 
tude and wave length, or no cycle at all. Such a situation is 
clearly suggested in the analysis of Sauerbeck’s index num- 
bers. The nine-year cycle made a remarkably good fit for 
fifty years, but no fit at all before or thereafter. The law 
governing price index numbers from year to year may, so 
far as the diagram proves anything, be the law of chance. 

If, however, a recurring sequence of an astronomical 
character can be demonstrated and a causal relation between 
it and terrestrial phenomena shown to exist, the case is much 
strengthened. It is a merit of the 11.4-year cycle for rain- 
fall that it correlates with the sun-spot cycle generally ac- 
cepted by astronomers. The observed effect upon terrestrial 
magnetic and electrical phenomena suggests that there is 
a causal relation in some directions but the matter cannot 
yet be said to have been cleared up. 

Professor Moore has recognized the need of an astronomical 
basis. In his contribution to the November issue of the 
Quarterly Journal of Economics he proposes such a basis for 
the rainfall cycle in the conjunctions of Venus. He explains 
at some length the motions of the planet relatively to the 
earth, and lays stress upon the peculiar climate of Venus, 
due to the fact that its axial rotation synchronizes with its 
orbital period of revolution, as having a possible effect upon 
terrestrial rainfall. In seeking an astronomical cause he is 
on the right track, but before the Venus theory can be 
taken seriously, it is incumbent upon him to explain in 
much more detail the process by which either the conjunc- 
tions or the meteorological conditions of Venus can affect the 
earth. The earth’s meteorological phenomena are undoubt- 
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edly effects of solar energy, but even at a true conjunction 
at a time of transit the body of the planet appears as 
merely a small black spot against the sun’s disk. Fre- 
quently a single sun spot exceeds it in size. The last transit 
occurred on December 6, 1882, and there will not be 
another until January 8, 2004. At ordinary conjunctions 
the rays of solar energy passing through the planet’s atmos- 
phere miss the earth by many thousand miles. The rays 
that do strike the earth do not pass through the planet’s 
atmosphere and it is difficult to see how they could be in any 
way affected by conditions therein. The planet must exert 
a gravitational influence upon the earth, deflecting it from 
its normal orbit slightly towards the sun at a time of con- 
junction. It is conceivable that this deflection would slightly 
increase the quantity of solar energy received and hence the 
rainfall. Still, it is unlikely that the effect from this cause 
would be appreciable. On the whole it would seem that if 
Venus exerts any appreciable influence upon the earth’s 
climate, such influence must be ascribed to astrological 
rather than astronomical causation. 

In conclusion, it appears to the writer, that while it is 
always a fascinating pursuit to seek a physical basis for 
economic and sociological phenomena, in the present in- 
stance it is not necessary, in order to account for the roughly 
periodic ups and downs of business, to assign any such non- 
economic generating cycle. Adequate causal forces may be 
found in the capitalist system with its production in anticipa- 
tion of demand, its constant influx of labor-saving machinery, 
and its foundation upon a basis so non-material and so sub- 
ject to the swift mutation of group psychology as credit. 
Indeed, the rough periodicity of business cycles suggests 
the elastic recurrence of human functioning rather than the 
mathematical precision of cosmic phenomena. 


Pamir GREEN WRIGHT. 
U.S. Tarurr CoMMISsION 
Wasuineoron, D. C. 
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THE AMERICAN RAILROAD PROBLEM: A REPLY 


THe avowed and manifest purpose of The American 
Railroad Problem was to present a comprehensive analysis 
of the economics of railroad transportation in the United 
States from the standpoint of public policy. The inclusion 
of the sub-title ‘A Study in War and Reconstruction” dis- 
closes the further fact that special emphasis was to be 
placed upon recent developments in railroad operation and 
regulation. In view of these circumstances, it was found 
necessary, in the first place, to present the outstanding facts 
of this recent experience — particularly to indicate, analyze, 
and interpret the “problems, policies, activities, and re- 
sults which emerged in the war administration of the rail- 
roads” — and to describe and discuss the new legislation 
over which this war experience exerted a large influence. 
In the second place, it was deemed essential, on the con- 
structive side, to go beyond the mere discussion of rates and 
financial adjustments, and to include a consideration of 
public as against private management in the railroad indus- 
try, multiple corporate ownership and operation as against 
a policy of deliberate unification, the positive goal of achiev- 
ing an adequate and efficient transportation system as 
against the mere negative removal of “outrageous’’ abuses 
in rates and service, the maintenance of continuity in the 
railroad service through the recognition of labor relation- 
ships in the normal regulative process as against chaotic 
and ineffective adjustment of labor controversies through 
temporary extra-regulative agencies. On this basis an at- 
tempt was made to discover the interdependence between 
the various capital issues raised, and to present the whole 
as a unified public problem. 

While it is not the object of this note to discuss standards 
of scientific criticism, it is perhaps worthy of at least passing 
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notice that Professor Brown’s review! appears to have little 
regard for the scope and purpose of the book. A twelve- 
page review is devoted to less than that number of pages 
out of a volume approaching five hundred pages in length. 
The intimate relationship between the various elements of 
the so-called railroad problem seems to have been entirely 
ignored, the reviewer being content to deal with a few ques- 
tions of “‘rate reasonableness and rate regulation.’”’ The 
monopolistic character of the railroad industry and the 
demands of public policy in the formulation of regulative 
principles seem to have had a negligible influence upon 
the reviewer’s analysis, the critic appearing to rely almost 
exclusively upon such reasoning as is primarily applicable 
under competitive circumstances in private industry. The 
realities of the railroad situation seem to possess no vital 
bearing upon the American railroad problem — not even 
the facts of the war period, with reference to operation and 
regulation and legislative development, facts and circum- 
stances of so extraordinary a character and dealing with a 
period so recent that the siftirg of evidence and interpreta- 
tion of events would appear to be indispensable to “a study 
of war and reconstruction” in the railroad industry, even 
to an economist who is deeply imbued with the necessity 
of studying “fundamental principles’? and who generally 
spurns the “easy by-paths” of factual, descriptive, and 
historical teaching and writing. There is, of course, the 
grudging concession that ‘‘often there is” a place for in- 
ductive reasoning in the study of principles. “But,” it is 
immediately averred, “studies of occurrences and policies 
in their chronological order, coupled with commentary 
and discussion, do not constitute inductive investigation 
as the expression is understood in physical science.” This 
dictum, in the opinion of the reviewer, apparently renders 
largely irrelevant the material dealing with the war-time 
administration of the railroads, with the analysis of the 
historic basis of the various railroad problems, with the 
background and character of the new legislative principles 








1. Quarterly Journal of Economics, vol. xxxvi, No. 2 (February, 1922), pp. 323-334. 
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and machinery for the regulation of the carriers. There is 
no characteristic methodology, apparently, for the study 
of social as distinct from physical science. The facts of 
social science are assumed to be as simple and as objective 
as those of natural science. The complexities of economic 
relationships (as applied to functioning groups and classes 
rather than to the mere production ‘‘factors’”’ of economic 
theory), the influence of the prevailing social psychology, 
the obstacles of the dominant political philosophy, the cur- 
rents of opinion in which these social facts find expression, 
all seemingly make no contribution to the economist’s 
formulation of the demands of public policy. History and 
experience, according to this conception, are things apart; 
they neither help to explain present difficulties, nor do they 
provide a basis for the solution of future maladjustments. 
The economist is a repository of a natural and absolute 
truth, even in matters involving public problems and prac- 
tical adjustments, which may be deduced through abstract 
reasoning, if sufficiently incisive and refined, in complete 
detachment from the embarrassing forces of social living. 
Has not this very detachment from the social realities, 
tangible and intangible, rather than any flagrant unsound- 
ness in fundamental analysis of principles, contributed most 
to the frequently-lamented sterility of the efforts of econ- 
omists to mold the direction of public policy in large 
matters of vital public concern? 

But the writer was constrained to present this note, not 
by way of defense of his book against the general judgment 
of the reviewer, but primarily because of the fundamental 
issues raised by him with reference to “‘the author’s under- 
lying philosophy regarding the basis of rate reasonableness.”’ 
Professor Brown’s conclusion is stated as follows: “It is in 
his study of rate standards and rate regulation that, the 
reviewer believes, Professor Sharfman has most signally 
failed in the adequacy and convincingness of his analysis. 
Indeed, the reviewer believes the solution offered to be 
fundamentally unsound.” The unsoundness of the solu- 
tion, in his opinion, rests on two grounds: first, he believes 
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the proposal that, for the future, actual cost be accepted 
as the standard of valuation of railroad property for rate- 
making purposes to be unsatisfactory and mischievous; 
and second, he considers the proposal for the solution of the 
so-called strong and weak road problem, through the re- 
capture by the government of part of the excess earnings 
of the more prosperous roads and through the adoption of 
a policy of consolidation, to be equally undesirable and 
mistaken. 

With regard to the first of these problems, he states that 
“the issue is clearly joined . . . between cost of produc- 
tion and cost of reproduction as the basis of valuation for 
the purpose of rate regulation.” Professor Brown’s rejec- 
tion of the actual cost basis and his support of the cost of 
reproduction method is almost entirely limited, in this 
discussion, to the question of land values. He contends that 
‘‘so far as the unearned increment of land value is concerned, 
society cannot lightly deny it to the railroads while permit- 
ing it in all other lines of business.” It might be a sufficient 
reply to this contention that there is fully as much reason 
for denying to the railroads the speculative return that 
arises out of the unearned increment in land as there is for 
denying them all other elements of speculative profit. The 
railroads are public service industries, beneficiaries of special 
legal privileges, engaged in the performance of an indis- 
pensable function, and operated, in the long run, under 
conditions of virtual monopoly. The very adoption of a 
system of rate regulation and profit limitation involves the 
recognition that railroads must be differentiated, from the 
standpoint of social control, from ordinary industrial under- 
takings. Competitive reasoning is as inapplicable to the 
railroad industry in the matter of land values as it is in the 
entire range of rates, service, capitalization, labor relation- 
ships, etc., which have brought the body of principles 
and machinery of our regulative system into existence. To 
the reviewer there may be sufficiently convincing reasons 
for believing that it may be a desirable policy ‘“‘to tax this 
increment (the unearned increment) heavily wherever it 
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occurs, to tax it altogether out of existence, even to tax 
land values in general at so high a rate as to appropriate 
all economic rent for public purposes.” But to insist, in 
connection with the specific problem of railroad rate regula- 
tion, that unless the “single tax” program or a general 
extension of “special land-value taxation” is approved, it 
is unsound to advocate the denial of the unearned increment 
in land values to corporations engaged in the performance 
of a public service, appears to suggest an absence rather 
than a mere suppression of logic. 

What, concretely, are the objections offered to “doing 
away with the unearned increment of railway land while 
allowing owners of land used in all other ways to enjoy such 
an increment?” First, it is claimed that such a policy 
would operate to prevent railroad-building. If prospective 
builders of railroad lines know that they cannot enjoy the 
gains to be derived from the unearned increment in land 
values which they would be permitted to receive in connec- 
tion with other uses of such land, “they will prefer some 
other use or uses.” There appears to be an assumption 
here that the owners of land are themselves necessarily the 
builders or owners of the future railroad property, and 
hence exercise a deliberate choice between alternative uses. 
There seems to be a complete failure to recognize that com- 
mon carriers may exercise the sovereign right of eminent 
domain. There is a clear implication that the possibility 
of return through the unearned increment on the land itself, 
as a separate element, is the determining factor in influenc- 
ing the direction of capital commitments, rather than the 
adequacy of the financial return on the investment as a 
whole. The principles governing valuation for purposes of 
condemnation are confused with those governing valuation 
for rate-making purposes. The denial of the unearned in- 
crement in the latter case, after the land has been acquired 
by the carrier and has become railroad property, does not 
prevent or invalidate the purchase of land by a railroad 
company ‘‘at a price as high as would probably have to 
be paid for it by persons intending to use it otherwise.” 
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And while such a price would doubtless be ‘“‘higher in a 
growing country than the present income would justify, 
because of the anticipation of future gains,” the actual 
cost standard of valuation for rate-making purposes would 
prevent further additions to the value of the land, in the 
course of its life as railroad property, because of the mere 
growth of the community or because of any other circum- 
stances that are entirely extraneous to the performance of 
the transportation function. 

In the second place, the writer’s assertion that the ac- 
ceptance of the actual investment basis, as distinct from 
reproduction cost, need not necessarily result in an illiberal 
rate of policy is construed by the reviewer to involve the 
necessity of allowing “higher current earnings” under all 
conditions, in order ‘‘to compensate the railroads for not 
permitting them to enjoy the to-be-expected increased value 
of their land, when such enjoyment is permitted in all other 
lines of business.’”’ On the basis of this construction, he 
expresses alarm lest transportation charges be highest in 
the early history of a railroad, when the community which 
it serves is least able to bear them, and lest, in case of ‘‘a 
declining community and a decreasing value of land,’ the 
public be made to bear transportation charges that are not 
only unnecessarily burdensome but impossible of applica- 
tion. The fears of the reviewer arise out of an erroneous 
construction of the demands of the situation. Railroad 
rates must be so adjusted as to maintain the credit of the 
carriers, so that capital may be attracted into the industry 
for necessary improvements and extensions; but merely 
because, as stated by the writer, ‘‘the needs of the trans- 
portation service and the exigencies of the credit situation 
must always be taken into account in the adjustment of 
the level of transportation charges,” an obligation does not 
necessarily arise, therefore, to recognize specifically such 
speculative increments as are involved in the appreciation 
of land values. There need be no guaranty that railroad 
rates will yield an adequate return, from the beginning, on 
an “excessive” actual cost, nor that such a return will 
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always be maintained, regardless of the ability of the com- 
munity to bear the charges essential to produce it. Trans- 
portation agencies are not economically advantageous from 
the public standpoint unless the service which they render 
is of sufficient importance to the community to enable them 
to pay their way. Under any circumstances, there is neither 
need nor obligation to provide compensation for ‘‘the to- 
be-expected increased value of their land.” Competition 
for capital by other enterprises would be met by adjusting 
the rate of return, in direct response to the capital needs of 
the railroad industry and the conditions of the money mar- 
ket, and not by inflating the valuation base for reasons 
wholly independent of the performance of the transporta- 
tion service. Under a system of private ownership of rail- 
roads, the rewards to capital must be sufficiently liberal 
to maintain the industry in competition with alternative 
demands for industrial investment, the relative stability 
of income and risk of loss being taken into account; but 
investors in railroad securities are concerned with the in- 
come yield of their capital commitments, and not with the 
speculative gains arising out of land ownership. And in a 
public service industry like railroad transportation, the 
recognition by public authority of such speculative claims 
for their own sake constitutes a subversion of the function 
of the state to provide, directly or indirectly, modern high- 
way facilities. 

But the relative merits of actual cost and cost of repro- 
duction as standards of valuation for rate-making purposes 
are not confined to differences in treatment of appreciation 
of land values. The value of railroad property, under each 
of these methods, is also affected by changing unit prices 
of labor and materials embodied in railroad plant and equip- 
ment, and by the degree of recognition accorded to intan- 
gibles. The writer’s contention that, for the future, “actual 
cost of the property used in the transportation service, or 
actual investment committed to railroad enterprise, when 
honestly and prudently made, constitutes the natural basis 
for the computation of the fair rate of return to which those 
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engaged in the operation of a public service industry are 
reasonably entitled” is applicable to land valuation only 
as one element of the valuation process; and the cost of 
reproduction method must likewise be extended to the en- 
tire complex of railroad plant, materials, and rights, whether 
tangible or intangible, which constitute railroad property. 
The logical application of the cost of reproduction standard 
may be made to involve, for example, a recognition of going 
concern value and franchise value and the use of ‘‘multi- 
pliers” in land valuation. Representatives of the carriers 
have not hesitated to submit such claims, and to present 
“convincing” arguments in support of them, in spite of 
the fact that their acceptance would enmesh the courts in 
the realm of mere conjecture and speculation, and would, 
in its practical outcome, lead to a virtual abdication by 
public authority of its powers of effective regulation. As 
new elements of value are pressed into recognition under 
the cost of reproduction standard, there is a gradual absorp- 
tion of all earnings resulting from any prevailing level of 
rates, whether reasonable or unreasonable, and an inevitable 
approach toward “charging what the traffic will bear’ in 
its absolute and monopolistic connotation. 

It is important to keep constantly in mind that the nature 
of the valuation process in any given case is dependent 
fundamentally upon the purpose for which the result is to 
be utilized. The value of railroad property for purposes of 
rate-making, whether ascertained on the actual cost or the 
reproduction cost basis, does not correspond to the econ- 
omist’s ‘“‘exchange value” or price in the market. Such a 
value would render all efforts at regulation futile. The 
earnings of a road cannot be used as the chief factor in 
determining the base by which the reasonableness of these 
earnings is to be tested. Courts and commissions merely 
seek to arrive at a figure which, in view of the purpose of 
the valuation, will most nearly reflect the demands of public 
policy in recognizing the equitable claims of the owners of 
the property and of the users of the service. In pursuit of 
this purpose, the “fair value” concept emerged. Both the 
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recognition of this concept, and the cost of reproduction 
method which has been given primary consideration in its 
development, are largely the creation of legal reasoning, 
and not of economic analysis. The failure of our legislatures 
to define specific standards by which the reasonableness of 
rates is to be tested led to the judicial enunciation of the 
“fair value” concept; the traditional preoccupation of 
our courts with private property rights, and the dominantly 
individualistic temper of the common law, led to an over- 
emphasis of competitive considerations in an industry 
naturally monopolistic. 

The avowed basis of the cost of reproduction theory, as 
presented by its advocates, is a competitive basis. In sup- 
porting this theory for railroad valuation Professor Brown 
says: ‘‘However high may have been the necessary cost of 
a plant in a given competitive business, prices of the goods 
produced cannot be kept high if new concerns can construct 
equivalent plants at low cost. And on the other hand, 
however low the amount which concerns already in such 
a business had to pay for necessary real estate and equip- 
ment, if the cost to new entrants is high, these new concerns 
will not come in unless they expect to be able to charge 
prices commensurate with the present cost of plant.” In 
the first place, such reasoning would normally support cost 
of replacement as a basis of valuation rather than cost of 
reproduction — that is, the cost of producing a plant capable 
of rendering an equivalent service, rather than the cost of 
reproducing the identical units of the existing plant. These 
two valuations do not necessarily come to the same result. 
Both single roads and railroad systems as they exist today 
are the outcome of long periods of growth and development. 
On a strictly competitive basis, there is no reason for sad- 
dling upon the public in perpetuity the burdens of unsound 
judgment or mistaken experimentation in the location or 
construction or equipment of the line. The cost of replace- 
ment, however, involves highly conjectural estimates based 
upon widely speculative judgments, and regulating author- 
ities shrink from entering upon so uncharted a field. But 











714 QUARTERLY JOURNAL OF ECONOMICS 


essentially, if in lesser degree, the cost of reproduction 
method involves a similar surrender to mere speculation. 
It assumes a complete extinction of the railroad property 
under valuation, without any corresponding modification 
of the external circumstances and conditions (as to land 
values, prosperity of the community, price levels, etc.) 
for which the existence of the railroad line may have been 
in large part responsible. It has been said with much truth 
that the “reproduction theory contemplates an imaginary 
community in which an imaginary corporation makes 
imaginary estimates of the cost of an imaginary railroad,” 
and that it involves “the estimates of engineers as to what 
it will cost to buy land that will never be bought again, to 
duplicate property that will never have to be duplicated, 
and to build up a business that will never again have to be 
developed.” ? 

Fundamentally, the pernicious defect of the reasoning 
that supports the cost of reproduction theory arises irom a 
confusion between competitive conditions and conditions 
of monopoly — from an attempt to think monopoly and 
competition at the same time. The railroads are allowed to 
enjoy the status of monopoly, and at the same time are 
assumed to be subject to the normal exigencies of com- 
petitive pressure. There is a failure to recognize the moral 
certainty not only that the existing plant will never be re- 
produced as such, but that no such plant will ever be created 
in competition with the existing plant. To think and argue 
in competitive terms (whether the conclusion leads to cost 
of replacement or to cost of reproduction as the valuation 
base) is to run counter to the realities of the situation. By 
all standards of sound economic analysis, railroads are 
admittedly natural monopolies; and they are largely monopo- 
listic in fact, in spite of the many legal obstacles that have 
in the past been designed to retard this natural tendency 
to monopoly. Under the recent legislation there is a de- 
cided rapprochment between the economic demands of the 


2. E. W. Bemis, in the Proceedings of the National Association of Railway Com- 
missioners, 1913. 
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situation and the legal status of the railroad industry: co- 
operative efforts are legalized, extensions and abandonments 
are made subject to public approval, consolidation into large 
systems is recognized as desirable and actively encouraged, 
and the construction of new lines is made to depend upon 
governmental authorization grounded in public convenience 
and necessity. For the future, then, under conditions 
that are dominantly monopolistic, actual cost constitutes 
the natural valuation standard for purposes of rate-making. 
If the price of the transportation service under a system of 
public regulation, in order to achieve as nearly as possible 
the result attained in private industry through competition, 
should normally approach cost of production, then the 
capital cost of the service that constitutes one element of 
such cost of production is much more truly reflected by 
actual cost than by reproduction cost as a basis of valua- 
tion; for railroad systems are developed rather than created 
outright, and hence no momentary capital cost, such as is 
attained through the reproduction cost method, corre- 
sponds to the capital cost which may legitimately be in- 
cluded, even by imputation, in the cost of the service. The 
actual cost theory, on the other hand, accepts the effective 
sacrifice of the investor, over a period of. time which cor- 
responds to the duration of the physical upbuilding of the 
plant, as the basis for the computation of the fair rate of 
return; and this rate of return, under a system of private 
ownership, can and should be so adjusted as to afford such 
incentive as is necessary to stimulate efficiency of manage- 
ment, and such an income yield as will maintain the credit 
of the carriers as affected by the capital needs of the trans- 
portation service and the general movements of the money 
market for fixed investments. 

In the light of the foregoing differences of outlook and 
policy, and in view of limitations of space, it is unnecessary 
to undertake a detailed discussion of the second of the two 
problems raised by the reviewer — the question of recaptur- 
ing excess earnings and of encouraging railroad consolida- 
tions. These policies, which, in their essence, have been 
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incorporated in the Transportation Act of 1920 and have 
been recognized by most thoughtful students of the railroad 
problem as constituting constructive advances in the field 
of public control, are challenged by Professor Brown, partly 
because he fails to give due recognition to the equity of the 
public in the railroad industry, and partly because he en- 
visages the American railroad net as a rigid organization 
consisting of a large number of distinct railroad corporations 
rather than as a single transportation system. Neither in 
purpose nor in probable effect does the excess earnings pro- 
posal involve the subsidizing of less favored regions by more 
favored ones. Insofar as differing advantages are equalized 
under our transportation system, the situation is an out- 
come of the rate structure — of the disregard of distance in 
the adjustment of the relativity of rates — rather than of 
the adjustment of the general level of charges. The excess 
earnings provisions do not contemplate the artificial support 
of weak roads that are not needed, nor the increase of rates 
for those of them that are needed above a reasonably re- 
munerative level. On the contrary, their purpose is to 
divert part of the surplus earnings of the strong roads — 
surplus earnings that arise out of a rate level that is deemed 
fair and reasonable for the ordinary lines. If the level of 
charges were so adjusted as to yield a reasonable, and not 
more than a reasonable, return to the strong roads, the 
country would be deprived of the necessary service of the 
weaker lines; the alternative policy is to allow a reasonable 
return for the roads as a whole, or in naturally delimited 
rate groups, and to recognize the equity of the public in 
the surplus earnings that emerge in case of the stronger 
roads. These roads are entitled to a fair return on their 
investment, which fair return, for the protection of the serv- 
ice, must be sufficiently liberal to stimulate efficient manage- 
ment and maintain railroad credit; but the earnings in 
excess of such a fair return should be equitably vested in 
the public, if the regulative process is to be effective and 
monopolistic exploitation is to be averted. In summary 
form, the argument has been stated as follows: “Federal 














SS 


a 








NOTES AND MEMORANDA 717 


authority to regulate railroad rates is unquestioned and 
plenary, and its duty does not extend beyond allowing a 
fair return on the accepted value of the railroad property; 
but competitive rates must necessarily be uniform, and 
such uniformity inevitably leads to excess earnings for some 
of the carriers; the public, therefore, is equitably entitled 
to such earnings as exceed a fair return, and it is desirable 
that the public claim be made effective; the recapture of 
excess earnings, then, and their devotion to the public use 
in the transportation service, is but a device appropriate 
to the attainment of a socially desirable end.”* It is to be 
noted, moreover, that this process does not involve a diver- 
sion of “some of the large returns of prosperous roads into 
a subsidy for weaker roads.” The policy as advocated, and 
as incorporated in the new legislation, contemplates the 
creation of a reserve, out of the excess earnings recaptured 
by the government, for the extension of loans to carriers 
and for the purchase and lease of equipment — in other 
words, for the support of the transportation service as a 
whole. In like manner, the policy of deliberately encourag- 
ing railroad consolidation (or, better, compelling such 
consolidation) finds its source in the need of welding our 
many railroad lines into a codrdinated transportation sys- 
tem. Primarily, the motive for unification is to secure 
greater operating efficiency — to bring about a fuller and 
more flexible utilization of plant and equipment, through 
the subordination of corporate advantage to common trans- 
portation needs; but a plan of orderly consolidation is 
bound to combine some of the weaker roads with the stronger 
lines, to lessen, if not eliminate entirely, the startling con- 
trasts in earnings between prosperous and poor roads that 
are inevitable under a system of multiple corporate owner- 
ship, and hence, in the course of time, to render less im- 
portant the question of the emergence and disposition of 
excess earnings. Unless the essentially public character of 
the transportation function is clearly recognized in these 
financial adjustments, and unless the goal of achieving an 


3. The American Railroad Problem, p. 309, 
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adequate transportation system (as distinct from the chaotic 
conditions of the past) is measurably realized, there is little 
likelihood that the regulative method can withstand the 
pressure for out and out nationalization of the American 
railroads. 

I. LEo SHARFMAN. 


UNIVERSITY OF MICHIGAN. 


SOME EFFECTS ON CERTAIN AGRICULTURAL 
PRODUCTS OF UNIFORM PERCENTAGE 
INCREASES IN FREIGHT RATES 


TuE policy of the Interstate Commerce Commission con- 
cerning post-war freight rate advances apparently has been 
to grant equal percentage increases for all commodities. This 
policy seems to have been adopted because of the resulting 
uniformity of change; the practice of charging ‘what the 
traffic would bear,” which the railroads commonly adhered 
to in former years, has been discarded for the sake of this 
uniformity. No account seems to have been taken of the 
varying ability of different industries to meet the increased 
charges. In point of fact, however, if the “uniformity” 
desired is the maintenance of the existing price equilibrium 
between commodities and between localities then the change 
in rates must be proportioned to the relative part which 
freight charges play in total supply costs. The purpose of 
the present paper is merely to illustrate the truth of the 
above statement. The claim is not necessarily made that 
the existing equilibrium should be maintained; but this 
question may fairly be asked: “‘may not changes in freight 
rates be so made as to minimize their disturbance of other 
industries?” Admittedly there is no “normal’’ relationship 
between the prices of different commodities; factors affect- 
ing both supply and demand change so rapidly that the mar- 
ket is in a constant state of flux. Such a condition is essential 
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in a dynamic society. Nevertheless, any stabilizing of the 
effect of those factors which are incidental to production 
(such as freight charges) will tend to allow the success of the 
individual productive industry to depend upon its own effi- 
ciency and value to society. 

During the period of rapid advancement in the scale both 
of wages and prices it was obviously proper that freight rates 
should be increased over those in force prior to 1914. An 
advance of 25 per cent in June, 1918 was accepted by the 
public in general as an adjustment clearly in keeping with 
conditions. On the other hand, when a second advance of 
35 per cent over the 1918 rate was announced for August, 
1920 conditions had changed; prices paid to farmers were 
declining, wages had ceased to rise, interest rates were lower- 
ing, wholesale prices were breaking in almost all lines. These 
disturbing factors affected different industries in varying 
degree and therefore the flat percentage increase in freight 
rates was harder for some industries to bear than it was for 
others. 

Freight advances that are based on equal percentage in- 
creases cannot result in the same distribution of the freight 
burden as existed before the change, and for at least two 
reasons, namely: 

First, different industries are always affected to varying 
degrees by the conditions that have led up to the change in 
freight rates. For this reason, altho the original rate may 
have been based on an equitable distribution of the burden, 
the increased rate may be exhorbitant in some instances. 
Most agricultural products fell in price more rapidly during 
1919-20 than did other commodities and a correspondingly 
heavy load was, therefore, placed upon them by the freight 
advance of August, 1920. This is a matter, however, of 
constantly shifting ground; if it were considered in the ad- 
justment of freight rates it might lead to endless changes of 
schedule. 

Second, freight charges represent different proportions of 
the total cost of various commodities. Obviously, any change 
in freight rates will more noticeably affect supply prices in 

















720 QUARTERLY JOURNAL OF ECONOMICS 


the case of products where freight is a large element of cost 
than where it is a small item. 

It is with this second point that the present paper will deal. 
Two agricultural products that are shipped east from Cali- 
fornia in large quantities will be used for the purpose of com- 
parison, namely, citrus fruits (oranges and lemons)! and 
dried beans. Freight charges represented nearly 35 per cent 
of the delivered value of citrus fruits as against 15 per cent 
in the case of beans, on the basis of the 1914 freight rate. 

A few figures will serve to summarize the two industries 
and to show the relative importance of freight in each case. 


Beans Citrus 

California acreage harvested ........ 590,000 acres (1918) 150,000 acres (1921) 
Investment per acre .............-- $200.00 $1100.00! 
EE Ninddtatvadeesenewe 1200 Ibs. 200 packed boxes 
Farm value of crop ..............-: 4.00 cents per Ib.* $2.00 per box f.o.b.‘ 
Freight charge prior to 1918 ....... ae * - = a? «6* 
Delivered value — farm value plus 

ES Se vee 4.75 * *, © ——".™ 
Ratio of freight to delivered value . 15.8 34.4 


1. “Net cost of bringing a citrus grove into bearing in 1916.’ Quoted from R. 8. Vaile 
in Report of the Commission on Land Colonization and Rural Credits in California. 
November 29, 1916, pp. 30-32. 

2. T. F. Hunt, University of California, College of Agriculture, Circular 121, p. 3. 
A table is shown giving (a) average yields, (b) safe estimate for business purposes, 
(c) good yield which competent men may hope to attain, (d) yield not infrequently 
obtained under favorable conditions, The figures used here are found under (b). 

3. Five-year average value 1911-15 as reported by the U.S. D. A. Each annual 
figure is the unweighted average of the prices on the 15th of each month. 

4. Approximate five-year price received by the California Fruit Grower's Exchange 
1911-15 for from 60 per cent to 70 per cent of the total California crop. 


The two freight rate changes of 1918 and 1920 totaled 71 
per cent of the original rate. This, in effect, increased the 
delivered cost of each commodity, but in varying degree. 
In the case of beans the percentage increase for the same 
supply amounted to 11.2 per cent of the former delivered 


1. Citrus fruits are used in this study rather than either oranges or lemons sepa- 
rately for two reasons. In the first place published statistics frequently refer to them 
together, and, in the second place, weather conditions play so large a part in the lemon 
market as to partially mask the effect of changing freight rates. If lemon figures were 
used alone, without reference to weather conditions, certain conclusions as to the elastic- 
ity of demand might be modified, but the present writer believes that the data would 
then be misleading. The question of elasticity of supply and demand will be referred 
to again later. 





















































NOTES AND MEMORANDA 





721 


value, while with citrus fruits it was 24.4 per cent. The actual 
increases became one-half cent a pound for beans and 75 
cents a box for citrus fruits. 

It is evident from the above figures that the supply cost of 
citrus fruits was affected to a greater extent than was that of 
beans by the readjustment of freight rates. This lack of 
uniformity has been most strikingly illustrated by the presi- 
dent of the California Fruit Grower’s Exchange? in a com- 
parison of the increased charge per acre of crop. On this 
basis, the bean crop had to pay $6.40 per acre more for freight 
than formerly, while the citrus industry paid an additional 
$149 per acre to the railroads. It is pointed out that 
$149 capitalized at 6 per cent gives a sum of nearly 
$2500, or over twice the cost of developing bearing or- 
chards five years ago. In the case of beans a 6 per cent 
capitalization of the freight increase amounts to just over 
one-half the present value of the land. 

The cost of an acre of citrus orchard so greatly exceeds that 
of an acre of bean land that a fairer comparison may be made 
on the basis of freight charged for each $100 capital in- 
vested in the farm. 


Freigut on Propucr rrom Eacx $100.00 Carrrat INvEsTED 


Beans Citrus 
Rate prior to June, 1918... wc ccssccccesces $4.50 $19.10 
Increases of June, 1918 and August, 1920 ..... 3.20 13.55 


From the above figures it is seen that if the producer pays 
the freight the citrus grower must carry 4} times the in- 
creased cost in proportion to his capital invested as compared 
with the bean grower. The 3.2 per cent on investment, ab- 
sorbed by the increased freight in the case of beans, would take 
nearly all the return on capital which any agricultural enter- 
prise can hope to average; the 13.5 per cent on investment 
taken by the increased freight on citrus is more than any agri- 
cultural product can stand without an offsetting increase in 
consumer’s price. Obviously, if the grower had to pay the full 


2. C. C. Teague, “Relation of Freight Rates to California’s Fruit Production,” 
California Citrograph, vol. vi, No. 10, p. 342. 
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increase the margin for profitable groves would be greatly 
raised and the supply of oranges and lemons from California 
correspondingly reduced. It may be pointed out again that 
if the freight charge is entirely passed on to the consumer the 
wholesale price of citrus fruits would have to increase 24.4 
per cent, while that of beans would be raised only 11.2 per 
cent. A uniform increase in freight rates is thus seen to be 
entirely lacking in uniformity of effect on the two com- 
modities. 

The degree of elasticity in the supply of and demand for 
California products will largely determine the effect of the 
unequal changes in freight burden upon the two crops con- 
sidered. The whole question of opportunity or substitution 
costs is involved, both from the standpoint of the consumer 
and the producer. The returns to the producer will remain 
constant only if all sources of supply are affected alike by the 
change in freight and if, at the same time, the demand is 
sufficiently inelastic so that the entire increase in supply cost 
can be added to the market price without reducing the vol- 
ume of sales. It would be extremely rare, however, for all 
sources of supply to be affected to the same extent by a flat 
percentage increase in freight rates. For instance, California 
citrus fruits are in competition with similar fruit from Florida. 
Because of the shorter haul and water competition the 
original freight rate from Florida was less than from Cali- 
fornia and constituted a smaller proportion of delivered 
costs. Applying the argument already developed in the 
comparison of beans with citrus, a uniform percentage in- 
crease in freight rates from California and from Florida must 
have influenced the supply price of California fruit more 
than of Florida fruit. If the two competing districts were 
in equilibrium before the advance in rates then Florida was 
given an advantage by the change. The same difference 
exists between beans grown in California and those produced 
in Michigan or New York. Partly as a result of this shifting 
of balance in supply costs as between different sources of 
supply, imports of foreign lemons increased during 1920. 
The demand for any particular agricultural product is 
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usually quite inelastic. This has been markedly the case 
with California oranges for whenever the yield has been 
heavy the price has been low. The relative yields and prices 
during the past eight years show a high inverse correlation, 
as illustrated in the accompanying graph. 

This behavior strongly suggests that any attempt to raise 
orange prices to cover the increased freight charges would 
lead the consumer to substitute locally grown apples or some- 
thing else for oranges. The farm price of beans, on the other 
hand, seems to have been positively correlated with the Cali- 


RELATIVE YIELDS AND Prices oF CauLirorNiA Citrus Fruits 


Percentage deviations from an eight-year average, 1913-14 to 1920-21. 
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fornia yield during the past eight seasons (r = + .56); that 
is, a larger supply was consumed when prices were high than 
when they were low. This, however, is undoubtedly due to 
the stimulation of war conditions and should not be taken 
to mean that the increased freight rate will be paid by the 
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consumer without a reduction in consumption. In fact the 
1921 delivered price was the lowest since 1915. 

From another point of view the increase in freight becomes 
a disturbing element in supply costs only when it is greater, 
relatively, than the other elements of cost. That is, if the 
cost of freight for each $100 of invested capital increases 
in the same proportion as the field costs or the harvesting 
and selling charges, then any reduction in profits* to the 
producer may as properly be charged to high wages or what- 
not as to freight. If the total supply cost increases in the 
same proportion in California as in Florida it can make 
no difference in the California-Florida competition whether 
freight is a large or a small element in the cost. 

A brief analysis of the production and market situations 
in regard to California citrus fruit is of interest in its bearing 
on the affect of the recent freight advances. In the present 
study the past eight years have been included, commencing 
September 1, 1913 and closing August 31, 1921. This gives 
nearly five full years before the first freight increase and one 
full year while the double increase was in force. The data 
have all been arranged on the basis of the cost, or value, of 
the product for each $100 capital invested in bearing 
groves.‘ For the present purpose the dollar seems a more 
satisfactory unit of land measurement than the physical acre. 
The following table gives the delivered price of the fruit 
produced on each $100 worth of land. This figure is then 
resolved into its component elements of costs and returns on 
capital. 

A consideration of the above figures shows that the citrus 
industry shared in the general war and post-war boom of 
1917-20 and that a reaction set in during the 1920-21 
season. This is in keeping with almost all lines of business 


3. “ Profit” is used here and elsewhere in this note to mean the total return on 

4. The value of bearing groves has been kept constantly at $1100 per acre. Dur- 
ing the brief period of high prices some average groves sold at higher figures, and the 
cost of bringing a grove into bearing may be more now than it was five years ago. In 
general, however, $1100 is not far from the average value. This must not be con- 
fused with the price of good or exceptional groves, which occasionally sell for three or 
even four times this amount. 
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DELIVERED Price AnD Cost or Propuction or Crrrus Frurrs 
Propucep From Eacu $100 Worts or Lanp 
1913-14 to 1920-21. Year Sepr.—Ava. 





Cost to Net return 

Delivered Cost of harvest Field on $100 

Year price freight and sell costs capital 
1913-14 $33.85 $12.70 $7.30 $13.20 $1.65 
14-15 33.50 12.00 6.60 13.35 1.55 
15-16 39.08 11.20 7.70 14.00 6.18 
16-17 46.70 14.00 10.90 14.35 7.45 
17-18 36.50 7.45 6.20 15.45 7.40 
5-yearave. 38.12 11.47 7.70 14.10 4.85 





1918-19 58.50 16.70 12.70 17.80 11.30 
19-20 62.10 15.50 13.90 19.70 13.00 
20-21 74.50 25.90 17.90 22.70 8.00 


RELATIVE MovEMENTS OF CosTs AND PROFIT DURING THE 
Periop oF INCREASING FREIGHT RaTEs 


Cost of Net return on 
Year freight Field costs $100 capital 
5-year ave. 1913-14 to 1917-18 100 100 100 
1918-19 146 126 232 
19-20 135 136 269 
20-21 226 161 161 


and is beside the point in the present problem. The signifi- 
cant fact is the change in cost of freight compared with the 
change in other elements of cost. The field costs, over which 
the farmer has direct control, were only 61 per cent greater in 
1921 than for the five-year base period (1913-14 to 1917-18), 
while freight charges were increased 126 per cent; that is to 
say, freight charges had increased more than twice as much 
as field costs. Such a disproportionate increase in freight 
costs must have resulted in an advantage to Florida shippers 
as against Calirofnia shippers for, as already pointed out, 
freight is a more important element in the supply price of 
California fruit. 

On the other hand the delivered price which was actually 
paid also increased more than the farmers’ field costs, and 
just as much as the total cost of delivered fruit. Conse- 
quently the net returns on capital in 1920-21 bore the same 
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relationship to the five-year average as did field costs. It may 
be noted, however, that the profit for 1920-21 was only $8 
for each $100 worth of orchard as against an average of 
$9.16 for the five years 1915-16 to 1919-20. But as already 
suggested this reduction in earnings may be accounted for 
by the general post-war slump; also the 1920-21 crop was 
the largest ever produced in California and its profitableness 
was therefore affected by the inelasticity of demand. Ap- 
parently for this one season the consumer absorbed the entire 
freight increase and left the producer in the same position as 
that held during the five-year average before the first change 
in freight rate. 

It does not necessarily follow, however, because for one 
year the consumer pays the bill without forcing a reduction 
in consumption, that flat percentage increases in freight rates 
are justified. The fact remains that the supply cost of citrus 
fruits has been affected over twice as much by freight rate 
changes as has the supply price of beans. If the producer 
does not suffer thereby then the consumer of oranges and 
lemons is put at a disadvantage in comparison with the con- 
sumer of beans. While the supply of California citrus fruits 
is less elastic than is the case with annual crops yet the in- 
crease of the industry may be materially curtailed by a freight 
advance that affects California producers to a greater extent 
than Florida and foreign producers. Citrus fruit is high- 
grade freight and presumably the traffic in it is profitable 
for the railroads. From the standpoint of railroad policy 
that rate should be charged which would yield the largest 
product of volume of business times profit per unit. It is 
probable that the pre-war rate, which had been thoroly 
tested, was very close to this ideal point, and that the arbi- 
trary overthrow of balance between crops and between 
localities will result unfavorably to the carriers. It is cer- 
tainly true that several hundred acres of marginal citrus 
groves have been abandoned in California as a result not so 
much of high freight rates as of the new equilibrium between 
supply costs which the flat percentage increase in rates 
necessitated. 
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The conclusion seems evident. If “uniform” freight rate 
changes are intended to maintain the existing equilibrium 
between commodities and localities then the “uniformity” 
must be proportioned to the relative part which freight 
charges play in total supply costs. Otherwise the relative 
costs of commodities will be shifted with every change in 
freight rate and the equilibrium of supply and demand will 
constantly need to be reéstablished. 

ROLAND VAILE. 

University oF CALIFORNIA. 
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CHINA 
AT THE CONFERENCE 


BY 


W. W. WILLOUGHBY 
Professor of Political Science at The Johns Hopkins University 





Octavo. 425 Paces. Price $3.00 


Tuts volume, in the form of a semi-official report will 
take its place along side the author’s well-known work 
‘Foreign Rights and Interests in China,” and will give 
the reader an accurate statement of the results of the 
recent Conference at Washington. 

Besides chapters explaining the reasons for the dis- 
cussion by the Powers of the political and international 
situation in the Far East, describing the organization 
and procedure of the Conference, and estimating its 
results, there are chapters dealing severally with each 
of the important subjects discussed in the Conference 
and regarding which Treaties or Resolutions were 
adopted. In an Appendix the texts are given of these 
important documents. 

Inasmuch as, with the exception of a part of a single 
session which was devoted to the situation in Siberia, 
the entire work of the Conference so far as it dealt with 
political questions in the Pacific and Far East, was con- 
cerned with the affairs of China, the present volume 
gives, in effect, a comprehensive account of the work of 
that Conference. In order that it may be quite com- 
plete in this respect there is given in the Appendix the 
statements made — there were no discussions — with 
reference to the Siberian situation. 


THE JOHNS HOPKINS PRESS 


BALTIMORE, MARYLAND, U.S. A. 






































Announcement of three prizes 


to be awarded by an eminent Committee 
of Judges now in process of appointment 
for the best papers on the subject 


“A statistical index of the purchasing 
power of consumers in the 
United States” 


$1500 for the first prize 
$800 for the second prize 
$500 for the third prize 


The donor of the prizes is the J. Walter Thompson Company 


It is expected that the contest will 
appeal particularly to three classes of 
contestants: 

1. Graduate students of Univer- 
sities, and in schools of business 
administration of college grade. 

2. The younger members of 
Faculties of institutions of this 
sort. 

8. Statisticians and others in 
actual business life who have 
had practical experience in 
business research. 

The specific purpose of the J. Walter 
Thompson Company in offering the 
prizes is to develop, if possible, 
methods and material which will be 
of definite use in the more accurate 
measurement of the purchasing 
power of communities. 

It is the belief of the donors that 
an accurate knowledge of markets 
for products is fundamental in the 
formulation of business policies, and 
that the clarifying of methods and 
the development of a trustworthy 
technique in measuring the buying 
capacity of consumers living in dif- 
ferent parts of the country, in differ- 
ent and varying types of communi- 


ties, and under divergent conditions 
of prosperity or depression, has be- 
come an important part of the proc- 
ess of making intelligent market 
plans. 

In general, it is hoped also that the 
contest will serve to call the serious 
attention of statisticians to the pos- 
sibilities of constructive work in the 
investigation of market problems. 

The subject is to be treated with 
special relation to the buying ca- 
pacity of the ultimate consumer; in 
order to limit the scope of the work 
to be done, therefore, the demand for 
consumers’ goods alone should be 
covered and the demand for pro- 
ducers’ goods (or raw materials and 
similar types of purchase) should not 
be considered. 

Geographically, the topic is re- 
stricted to the continental United 
States, and the probability is that 
contestants will achieve more satis- 
factory results if they limit their 
work to some area less than the 
entire country. 

All essays submitted in the con- 
test must be in the hands of the 
Committee of Judges not later than 
September 30, 1923. 


Detail information concerning the contest may be secured from 
Proressor Rosert E. Coappock 
Kent Hall, Columbia University, New York City 
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ECONOMIC PRIZES 


NINETEENTH YEAR 


In order to arouse an interest in the study of topics relating to commerce 
and industry, and to stimulate those who have a college training to consider 
the problems of a business career, a committee composed of 


Professor J. Laurence Laughlin, University of Chicago, Chairman 
Professor J. B. Clark, Columbia University 

Hon. Theodore E. Burton, Washington 

President Edwin F. Gay, New York Evening Post, and 
Professor Wesley C. Mitchell, Columbia University 


has been enabled, through the generosity of Messrs. Hart Schaffner & Marx 
of Chicago, to offer in 1923 four prizes for the best studies in the economic 
field. 

In addition to the subjects printed below, a list of other available subjects 
proposed in past years will be mailed on request. Attention is expressly 
called to the rule that a competitor is not confined to topics proposed in the 
announcements of this committee, but any other subject chosen must first be 
approved by it. 

. A critical examination of the work of the Shipping Board. 

. The Pittman silver act. 

. The facts and underlying theory of the present German monetary situation. 
. The present position and future prospects of unionism in the United States. 
. The effects of a protective tariff on farm products in the United States. 

. The crisis of 1920 in Japan, the United States and Europe. 


aor © te 


Class B includes only those who, at the time the papers are sent in, are 
undergraduates of any American college. Class A includes any other 
Americans without restriction; the possession of a degree is not required of 
any contestant in this class, nor is any age limit set. 


A First Prize of One Thousand Dollars, and 
A Second Prize of Five Hundred Dollars 


are offered to contestants in Class A. 


A First Prize of Three Hundred Dollars, and 
A Second Prize of Two Hundred Dollars 


are offered to contestants in Class B. The committee reserves to itself the 
right to award the two prizes of $1,000 and $500 of Class A to under- 
graduates in Class B, if the merits of the papers demand it. The winner of 
a prize shall not receive the amount designated until he has prepared his 
manuscript for the printer to the satisfaction of the committee. 


The ownership of the copyright of successful studies will vest in the donors, and it is expected that, 
without precluding the use of these papers as theses for higher degrees, they will cause them to be issued 
in some permanent form. 

Competitors are advised that the studies should be thorough, expressed in good English, and although 
not limited as to length, they should not be needlessly expanded. They should be inscribed with an 
assumed name, the class in which they are ted, and accompanied by a sealed envelope giving the real 
name and address of the competitor, to er with any degrees or distinctions already obtained. No paper 
is eligible which shall have been printed or published in a form to disclose the identity of the author before 
the award shall have been made. If the competitor is in CLASS B, the sealed envelope should contain the 
name of the institution in which he is studying. The papers should be sent on or before June 1, 1923, to 


J. Laurence Laughlin, Esq. 
University of Chicago 
Chicago, Illinois 





























Selections and Documents in 
ECONOMICS 


Edited under supervision of William Z. Ripley 
(Harvard University ) 


Bullock’s Selected Readings in Economics 

Bullock’s Selected Readings in Public Finance (Second 
Edition) 

Callender’s Selections from the Economic History of 
the United States, 1765-1860 

Carver’s Selected Readings in Rural Economics 

Carver’s Sociology and Social Progress 

Commons’ Trade Unionism and Labor Problems ( Second 
Series) 

Ripley’s Railway Problems (Revised Edition) 

Ripley’s Trusts, Pools, and Corporations (Revised 
Edition) 

Taussig’s Selected Readings in International Trade and 
Tariff Problems 

Wolfe’s Readings in Social Problems 


Authentic information, nowhere else easily 
obtainable, is presented in these textbooks for 
students of economics. The volumes are con- 
venient in size, admirably arranged, and par- 
ticularly adapted to the requirements of 
teaching. 


GINN AND COMPANY 


BOSTON NEW YORK CHICAGO LONDON 
ATLANTA DALLAS COLUMBUS SAN FRANCISCO 
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Business Administration 


BY 


LEON CARROLL MARSHALL 


Professor of Political Economy 
Dean of the School of Commerce and Administration 
University of Chicago 


ANAGING any business presents three problems: (1) The estab- 

lishment of policies — with the setting of goals; (2) The planning 

and setting up of an organization to carry out these policies — to 

arrive at the goals; (3) The operating or running of the organization 
itself — the routine. 

In his book Professor Marshall takes up these problems and dis- 
cusses them at length. That he is capable of handling them effectively 
and authoritatively is readily recognized by those who know his ex- 
perience and teaching ability. A few of his many positions and activi- 
ties of recent years are as follows: Dean of the School of Commerce 
and Administration, University of Chicago, since 1909; appointed 
Chief of the Section on Industrial Services, Council of National De- 
fense, in 1917; Secretary of the Advisory Council of the Department 
of Labor; Director of Industrial Relations, Emergency Fleet Cor- 
poration; Economic Adviser, War Policies Board, in 1918; author 
of other economic texts; and frequent contributor to economic 
journals. 


TABLE OF CONTENTS 


I. Tue Fretp or Business ADMINISTRATION 
It. A Sampte Business PropLeEM — PLrant LOCATION 
III. THe ADMINISTRATION OF PERSONNEL 
IV. Tse ADMINISTRATION OF MARKET PROBLEMS 
V. Tse ADMINISTRATION OF FINANCE 
VI. THe ADMINISTRATION OF PRODUCTION 
VII. THe ADMINISTRATION OF RISK-BEARING 
VIII. THe Form oF THE Business UNIT 
IX. Basic FEATURES OF ADMINISTRATION 
X. ANALYSIS OF A BUSINESS CASE 


While this is primarily a textbook for class use, it will be found of 
immeasurable value to the general reader interested in business ad- 
ministration. In fact the whole series, ‘‘ Materials for the Study of 
Business,”’ to which this volume belongs is so planned as to meet the 
needs of those who seek reliable information but are unable to attend 
an institution of learning. 


900 pages; $4.00, postpaid $4.25 


The University of Chicago Press 


5814 Ellis Avenue Chicago, Illinois 




















JOHNS HOPKINS UNIVERSITY STUDIES 


IN 


HISTORICAL anp POLITICAL SCIENCE 


THIRTY-THIRD SERIES. — 1915. — $4.00 
(Complete in four numbers) 


I. Money and Transportation in Maryland, 1720-1765. By Criarence P. Gounp. 
75 cents; cloth $1.00. 
Il. The Financial Administration of the Colony of Virginia. By Percy Scorr Firm. 


50 cents; cloth 75 cents. 
Ill. The Helper and American Trade Unions. By Jonn H. AsHworts. 75 cents; 


cloth $1.00. 
IV. The Constitutional Doctrines of Justice Harlan. By Fioyp Barzmia Crarx. 


$1.00; cloth $1.25. 


THIRTY-FOURTH SERIES. — 1916. — $4.00 
(Complete in four numbers) 
I. The Boycott in American Trade Unions. By Lzo Woitman. $1.00; cloth, $1.25. 
Il. The Postal Power of Congress. By Linpsay Rocers. $1.00; cloth, $1.25. 
Il. The Control of Strikes in American Trade Unions. By G. M. Janzs. 75 cents; 


cloth, $1.00. 
IV. State Administration in Maryland. By Jonn L. Donatpson. $1.00; cloth, $1.25. 


THIRTY-FIFTH SERIES. — 1917. — $4.00 
(Complete in three numbers) 


The an Committee System and the American Revolution. By J. M. Lzaxz. 


) 3 
$1.00; cloth, $1.25. 
Il. The Organizability of Labor. By W. O. Wreyrrorts. $1.50. 
Il. Party Organization and Machinery in Michigan since 1890. By A. C. Mmispavaa. 
$1.00; cloth, $1.25. 


THIRTY-SIXTH SERIES. — 1918. — $4.00 
(Complete in four numbers) 
I. The Standard of Living in Japan. By K. Mormoro. $1.25. 
Il. Sumptuary Law in Niirnberg. By K. R. Greenrieip. $1.25; cloth, $1.50. 
Ill. The Privileges and Immunities of State Citizenship. By R. Howzi. $1.00; 


cloth, $1.25. 
IV. French Protestantism, 1559-1562. By C. G. Keiuy. $1.25; cloth, $1.50. 


THIRTY-SEVENTH SERIES. — 1919. — $4.25 
(Complete in four numbers) 
I. Unemployment and American Trade Unions. By D. P. Smetser, Jr. $1.25. 
Il. The Labor Law of Maryland. By M. H. Laucuyemer. $1.25; cloth, $1.50. 
Ill. The American Colonization Society 1817-1840. E. L. Fox. $2.00; cloth, $2.25. 
IV. The Obligation of Contracts Clause of the United States Constitution. By W. B. 
Hontine. $1.00; cloth, $1.25. 


THIRTY-EIGHTH SERIES. — 1920. — $4.25 
(Complete in three numbers) 


L ol ene States Department of Agriculture. By W. L. Wanuass. $1.25; cloth, 


Il. The Amalgamated Association of Iron, Steel and Tin Workers. By J.S. Roprvson. 


$1.50; cloth, $2.00. 
Ill. The Employment of the Plebiscite in the Determination of Sovereignty. By 


J. Matrern. $1.50. 


THE JOHNS HOPKINS PRESS : : : Baltimore, Md. 
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HARVARD UNIVERSITY 


COURSES IN HISTORY, GOVERNMENT, AND ECONOMICS FOR 1921-22 


[The following are full courses running through the year, unless otherwise stated. 
Brackets indicate that the course is omitted in 1921-22. Courses omitted in one year 
are usually given in the following. ] 


HISTORY 
Primarily for Undergraduates 


European History from the Fall of the Roman Empire to the Present Time (in- 
troductory course). Professor Hasxrns and others. 
History of Liberty. Half-course. Members of the Department. 


. European History frozu the Renaissance to the French Revolution. Half-course.] 
. American History: The Formation of the Union, 1760-1829. Half-course. Dr. 


Morison and assistant. 


. American ogee © The Development of the Nation, 1830 to the Present Time. 
ro 


Half-course. fessor CHANNING and assistant. 


For Undergraduates and Graduates 


. History of the Roman Republic. Half-course. Professor Ferauson. 
. History of the Roman Empire. Half-course. Professor Fnrauson. 


a of Greece to the Roman Conquest. Professor Fercuson. ] 

The Church in the Middle Ages from Charlemagne to Dante. ] 

= Renaissance and the Reformation. Professor Merrman and Asst. Professor 
DGELL. 

History of France to 1461. Half-course. Professor Haskins. 

Constitutional History of England to the Sixteenth Century. Professor McILwatn. 


. American History to 1760. Half-course. Dr. Morison. 


History of England during the Tudor and Stuart Periods. Professor MERRIMAN. 
The History of England from 1688 to the Present Time. Professor ABBoTT. 


. American Constitutional History. Half-course. Professor McIuwain. 
. American Constitutional History. Half-course. Dr. Mmrx. 


The French Revolution and Napoleon I. Half-course. Professor ABsorr.] 
History of Russia. Asst. Professor Lorp. ] 
History of the Spanish Empire. Half-course. Professor MERRIMAN. | 


. The History of the West. Half-course. Professor TURNER 
. The History of the West. Half-course. Dr. Merk. 


History of the Far East in the Nineteenth Century. Half-course. Professor 
Coo.iner. } 

The Eastern Question. Half-course. Professor CooLipGE. 

History of Modern Germany. Asst. Professor Lorp. 


. Continental Europe: 1815-1871. Half-course. Asst. Professor Lorp and as- 
sistant. 

. Continental Europe: 1871-1914. Half-course. Professor CooLmpar and as- 
istant 


s ‘ 

The History of Massachusetts from 1780 to the Present Time. Half-course. Dr. 
Morison. ] 

Hellenistic Culture: its Character and Spread. Half-course. Professor FerGuson. 

History of France in the Seventeenth and Eighteenth Centuries. Half-course. 
Asst. Professor Lorp. 

Intellectual History of Europe, 500-1500. Half-course. Professor HasKIns. ] 

Introduction to Military History and Theory. ] 

History of Latin America. Half-course. Mr. Arragon. 

Recent Commercial we of Latin America. Half-course. Asst. Professor Kuz. ] 

History of Mexico, Central America, and the West Indies. Half-course. Asst. Pro- 
fessor Kum. ] : 

History of Argentina and Chile. Half-course. Asst. Professor KiE1n.] 


Primarily for Graduates 
The Church to the End of the Fifth Century. Professor Laxe. 
Introduction to the Sources of Mediaeval History. Half-course. Professor 


Haskins. 
The Elements of Latin Palaeography, with reference to the use of historical 
sources. Half-course. Professor Haskins. 








23a. Selected "eee in the Historical Development of American Institutions. Half. 
course. 
23b. Selected Topics in ‘the Historical Development of American Institutions: Political 
and History since 1815. Half-course. Professor CHANNING. 
24a. The Expansion of Christendom and the Naturalization of Christianity in the 
a more wy during the Nineteenth Century. Half-course. Pro- 
fessor Epwarp C. Moore. 
24b. The History of Christian Life and Institutions in Europe since the Reformation. 
Half-course. Professor Epwarp C. Moore. 
Be: Historical Bibliography and Criticism. Half-course. Professor HasK1ns.] 
26. History of Christian Doctrine to 1630. Professor Laxn, Dr. La Prana, and Pro- 
fessors G. F. Moore and Fenn. ] 
27. Topics in Modern European History: 1815-1830. Asst. Professor Lorp. 
29. Topics in Modern European History: 1875-1912. Professor CooLince. 
[31. Selected Topics from the History of Continental Europe in the Sixteenth and 
Seventeenth Centuries. tga Professor MERRIMAN. | 
34. Topics in Modern English Histo Professor ABBOTT. 
[35. Roman Constitutional History. fessor FERGUSON. | 
36. Greek Political Institutions. Professor Ferauson. 
38. Byzantine History. Half-course. Dr. BuaKe 
[42. History of the Eastern Churches from the Tenth Century to the Present Time. 
Halj-course. Dr. La Prana.] 
44a, Selected Topics in American History, 1830-1860. Professor TuRNER. 
44b. Selected Topics in American History, 1830-1860. Half-course. Dr. Mmrx. 
[45. The Diplomatic Relations of the nited States and Latin America. Mr. Ar- 
RAGON. 
46. Manuscript Materials of American History. Half-course. 7. C. Forp. 
[47. Introduction to the Sources of Modern European History, -rineipally of the Eight- 
eenth and Nineteenth Centuries. Half-course. Asst. Professor Lorp. ] 
48. Advanced History : naa Half-course. Asst. Professor Lorp. 


49. Modern Historio; y- Half-course. Professor ABBorr. 

= History of the C rape in the Middle Ages. Dr. La Prana. 
[52. European Diplomacy since 1814. renee.) 

History $F a. la. Origin and Development of Religion. Half-course. Professor 


History = Religions 1b. Origin and Development of Religion. Half-course. Professor 
. F. Moors. 
History of Religions 3. Germanic and Celtic Religions. Half-course. Professors 
KirrrepGe and F. N. Rosinson. 
Eiistory of Tel of Religions 4b. Hellenistic Judaism. Half-course. Professor G. F. Moore. ] 
ry of Reli “~ ¢X 5. — in Religion and Philosophy. Half-course. Pro- 
Histo of Religions 7. ‘Ths Relig f the Roman E: he B f th 
oO ons e gion 0 mpire at the Beginning of the 
- Half-course. Professor Lake. 


ms 9. Beginnings of Christianity. Professor Laxn.] 
Piitory Ralio of the Church in Outline. 


of 
A 

History A 2. History of Christian Doctrine. 

ry A3. Christian Institutions, historically and comparatively considered. ] 
istory A4. History of Christianity in England since the Reformation. Half-course.] 
History A 5. History of the Church in America. Half-course.] 
History A6. History of Early Christian Literature. 
A8. History of Congregationalism. Half-course. 


Courses oF RESEARCH 


20b. Topics in the History of English Institutions. Professor McIuwain. 
20c. M al Institutions. Professor Haskins. 
20d. History of Continental Europe and of Asia in the Eighteenth and Nineteenth 
. Professor Cootipce and Asst. Professor Lorp. 
206e. Professor Cuannina, Dr. Morison, and Dr. MERK. 
209. Tule ics in the History of Spain in the Fifteenth and Sixteenth Centuries. Pro- 
essor MERRIMAN. 
[20hk. Topics in the History and Present Conditions of Latin America. Asst. Professor 
IN. 
20:. Topics in Sree a. Romaa History. Professor Frrcuson. 
20k. American History. Professor TURNER. 


20m. Modern English mye 5 Professor ABBOTT. 
20n. Topics in the Hise Massachusetts. Dr. Morison. 
20g. Mediaeval Ecclesiastical Institutions and Religious Life. Dr. La Prana. 


History of Religions 20. Seminary. Professor G. F. Moors. 
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. Economics of Agri r 
9b. International Trade and Tariff Policies. Half-course. Professor Taussia. 


GOVERNMENT 


Primarily for Undergraduates 
Constitutional Government. Professors Munro and Hoicomse and assistants. 


. Political Thought and Institutions. Half-course. Members of the Department. 


For Undergraduates and Graduates 


. Principles of Popular Government. Half-course. Professor HoLcomBE. 


Elements of International Law. Professor WILsoN and assistant. 


. National Administration of the United States. Half-course. Professor HoLcomBE. 
. National Administration of the United States. Half-course. Professor CoTTRELL. 


Government of the French Republic and of Germany. Professor Yeomans. ] 


. State Government in the United States. Half-course. Mr. Hanrorp. 


State and Local Administration in the United States. Half-course. Mr. HANFoRD. 
Government of England. ] 


. Administrative Geography of the United States. Half-course. Professor Hart. 
. People of the United States. Half-course. Professor Harr. 


American Diplomacy: Treaties and Foreign Policy. Professor Harr. 


. Municipal Government. Half-course. Professor Munro and assistant. 
. Municipal Administration. Half-course. Professor CoTrRe.t and assistant. 


Unions of Nations: Composite, Federal, and International. Half-course. Pro- 
fessor Harr. ] 

American Constitutional Law. Mr, GarFie.p. 

Municipal Engineering Administration. Half-course. Professor WHIPPLE. 


Primarily for Graduates 


Roman Law. Professor McIuwatn. ] 
History of Political Theory. Professor McIuwain. 


. American Governmental Structure, National, State, and Municipal. Half-course. 


Professor Harr. 


. American Governmental Functions, National, State and Municipal. Half-course. 


Professor Hart. ] 

International Law as administered by the courts and as observed in international 
negotiations. Professor WILSON. 

Selected Cases in International Law. Professor Wixson. 


Coursgs oF RESEARCH 
Topics in Municipal Government. Professor Munro. 


. International Law. Professor Wixson. 
. Topics in the Theory of Government. Professor Houcomss. 
. American Institutions — National and Diplomatic. Professor Harr. 


ECONOMICS 
Primarily for Undergraduates 
Principles of Economics. Asst. Professor Bursanx, Dr. Tucksr, and others. 


For Undergraduates and Graduates 


Statistics. Half-course. Professor Day. 
amano, Half-course. Professor Couz. 

noe dustry and Commerce in the Nineteenth Century. Half-course. 

r. USHER. 

Economic History of the United States. Half-course. Dr. Cuarx. 
Money, Banking, and Commercial Crises. Professor Youna. 
Economics of Transportation. Half-course. Professor Rieupy. 
Economics of Corporation. Half-course. Professor Rreuery. 
Public Finance. Half-course. . Professor BURBANK. 
Trade-Unionism and Allied Problems. Half-course. Professor Ririey. 
The Labor Movément in Europe. Half-course.] 


. Theories of Value and Distribution. Half-course. Professor Day. ] 


Socialism, Anarchism, the Single Tax. Half-course. Professor CaRvER. 
Principles of Sociology. Professor CaRvER. 
~ m, Half-course. Professor Carver. 


Economic Thought and Institutions. Half-course. Dr. Monron. 











Primarily for Graduates 


11. Economic Theory. Professors Taussieg and Youna. 
12. The Distribution of Wealth. Half-course. Professor Carvmr. 
14. History and Literature of Economics to the year 1848. Professor Buniocr. 
15. Modern Schools of Economic Thought. Professor Youna. 
(23. Economic History of Europe from the Thirteenth to the Early Nineteenth Cen- 


tury. 
Topics 2, the Economic History of the Nineteenth Century. ] 
Public Finance. Professor BuLtock. 
Economies of Agriculture. Half-course. Professor CARVER. 
International Trade and Tariff Problems. Half-course. Professor Taussia. ] 
Problems of Labor. Professor Rip.ey. 
. Public Ownership: Historical, Theoretical, and Practical Aspects. Half-course.] 
. Public — and Control of Private Industry, with Particular Reference to 
Public Service Industries. Half-course. ] 
Commercial Crises. Half-course. Professor Persons. 
Selected Monetary Problems. Half-course. Professor Youna. 
International Finance. Half-course. Asst. Professor WILLIAMS. 
Statistical Theory and Analysis. Professor Day. 
. Statistical Collection and Tabulation. Half-course. Professor Day. ] 
. Statistical Organization. Half-course. Professor Day. ] 
Statistical Graphics. Half-course. Professor Day. 


aggesss geskeey 


CoursE oF RESEARCH 


Economic Research. Professors Taussic, Carver, Ripiey, Buniock, Youne, 
Persons, and Day, 


SOCIAL ETHICS 
Primarily for Undergraduates 
A. Human Relations. Professor Casot, Dr. Canrentsr and assistant. 


For Undergraduates and Graduates 


la. Social Problems and Social Policy: Treatment and Prevention of Poverty, De- 
fectiveness, and Crime. Half-course. Associate Professor Forp and assistant. 
1b. Social Problems and Social Policy: Labor Problems, Socialism, and Social Re- 
forms, Ethical Considerations. Half-course. Dr. CARPENTER and assistant. 
4. Problems of Race and Immigration in America: Americanization. Half-course. 
Dr. CaRPENTER. 
Philosophy 5. Philosophy of the State. Half-course. Professor Hocxrna. 
fe Ceantinonens and Related Problems of the Working Classes. Half-course.] 
- Rural Social Development. Half-course. Associate Professor Forp. ] 
9. Programmes of Social Reform in Relation to Christian Ethics. Half-course. 
Dr. CaRPENTER. 


Primarily for Graduates 


(3. Criminology and Penology. Half-course.] 
[15. Continental Theories of Social Reform. Half-course. Dr. CARPENTER. ] 
16. The Kingdom of Evils. Professor Canor and assistant. 
19. Theories of Social Reform in England and America since 1832. Half-course. 
Dr. CaRPRNTER. 


CoursEs OF RESEARCH 


20. Special Researches. Professor Casor, Associate Professor Forp and Dr. Car- 
PENTER. 
20a. Seminary in Social Ethics. 


Descriptive pamphlets relative to the above-named courses for the year 1921-22 
with circulars ing admission to Harvard College and the Graduate Schools, may 
be obtained by applying to 


THE SECRETARY OF THE FACULTY OF ARTS AND SCIENCES, 
University Hall, Cambridge, Mass, 


ooo 
WARVARO UNIVERSITY PREeOS 
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MATERIALS FOR THE STUDY 
OF BUSINESS 





Industrial Society. By Lzon C. MarsHatu. Cloth, $4.50, postpaid $4.65. 


Financial Organization of Society. By H. G. Mounton. Cloth, $4.00, 
postpaid $4.12. 

Principles of Accounting. By Atsert C. Hopge and J. O. McKinstry. 
Cloth, $3.00, postpaid $3.10. 

Law and Business. By Wituiam H. Spencer. 
Vol. I. Introduction. 
Vol. II. Law and the Market. Law and Finance. 
Vol. III. Law and Labor. Law and Risk-Bearing. Law and the Form 

of the Business Unit. 
Cloth, $4.50, postpaid $4.62 each 

Business Administration. By Lron C. Marsnatyu. Cloth, $4.00, post- 
paid $4.12. 

Social Studies in Secondary Schools. By a Commission of the Association 
of Collegiate Schools of Business. Boards, $1.00, postpaid $1.10. 

Education for Business. By Leverett 8. Lyon. Cloth, $3.50, postpaid 
$3.60. 


IN PREPARATION 


The Technigue of BusinessCommu- The Worker in Modern Economic 


nication. Society. 
The Manager’s Administration of ’ tans A 
Risk and Risk-Bearing. a. Sere Administration of 
Managerial Accounting. The Social Control of Business 
Commercial Banking Policies. Activities. 
Commercial Cost-Accounting. Government and Business. 
. Pat ‘ 
So s Administration of The Physical Environment of Busi- 
The Place of the Market in Our — y 
Economic Society. Traffic and Transportation. 
The Manager’s Administration of The Psychology of Business Pro- 
the Market. cedure. 


Send for free booklet on this series 





The University of Chicago Press 


5814 Ellis Avenue Chicago, Illinois 
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HARVARD UNIVERSITY 


COURSES IN HISTORY, GOVERNMENT, AND ECONOMICS FOR 1922-23 


[The following are full courses running through the year, unless otherwise stated. 
Brackets indicate that the course is omitted in 1922-23. Courses omitted in one year 
are usually given in the following. ] 


[2a. 
32a. 


32b. 


HISTORY 
Primarily for Undergraduates 


European History from the Fall of the Roman Empire to the Present Time (in- 
troductory course). Professor Haskins and others. 

Topics in General History: History of Liberty. Half-course. Members of the 
Dasertannt. 

American History. Mr. P. P. CHase. 

Theses for Distinction. Half-course (throughout the year). Members of the 
Department. 

European History from the Renaissance to the French Revolution. Half-course.] 

American History: The Formation of the Union, 1760-1829. Half-course. Dr, 
MEnrK and assistant. 

American History: The Development of the Nation, 1830 to the Present Time. 
Half-course. Professor CHANNING and assistant. 


For Undergraduates and Graduates 


. History of the Roman Republic. Half-course. Professor Fercuson. ] 
. History of the Roman Empire. Half-course. Professor FerGuson. ] 


History of Greece to the Roman Conquest. Professor Fercuson. 

The History of the Church to the Reformation. Professor Laxn. ] 

= a and the Reformation. Professor MERRIMAN and Asst. Professor 
DGELL. 

History of France to 1461. Half-course. Professor Haskins. ] 

Constitutional History of England to the Sixteenth Century. Professor McILwain. 


. American History to 1760. Half-course. Dr. Morison. | 


History of England during the Tudor and Stuart Periods. Professor MERRIMAN. ] 
The History of England from 1688 to the Present Time. Professor ABBOTT. 


. American Constitutional History. Half-course. Professor McILwatn. 
. American Constitutional History. Half-course. Dr. MrerRK. 


The French Revolution and Napoleon I. Half-course. Professor ABBOTT. 
History of Russia. Associate Professor Lorp. 
History of the Spanish Empire. Half-course. Professor MERRIMAN. 


. The History of the West. Half-course. Professor TURNER. 
. The History of the West. Half-course. Dr. Merk. 


History of the Far East in the Nineteenth Century. Half-course. Professor 
Coo.iner. } 

The Eastern Question. Half-course. Professor Coonince. 

History of Modern Germany. Asst. Professor Lorp. ] 


30a. Continental Europe: 1815-1871. Half-course. Associate Professor Lorp and 


assistant. 
. Continental Europe: 1871-1914. Half-course. Professor Cootipas and as- 
sistant. 
The History of Massachusetts from 1780 to the Present Time. Half-course. Dr. 
Morison. ] 


Hellenistic Culture: its Character and Spread. Half-course. Professor FERGUSON. 

History of France in the Seventeenth and Eighteenth Centuries. Half-course. 
Associate Professor Lorp. 

Intellectual History of Europe, 500-1500. Half-course. Professor Haskins. 

Introduction to Military History and Theory. } 

History of Latin America. Half-course. Mr. ——. 

Recent Commercial History of Latin America. Half-course. Asst. Professor KLE1n. ] 

History of Mexico, Content America, and the West Indies. Half-course. Mr. —. 

History of Argentina and Chile. Half-course. Asst. Professor KuE1n.] 


Primarily for Graduates 


The Church to the End of the Fifth Century. Professor Laks. ] 
my to the Sources of Mediaeval History. Half-course. Professor 
ASKINS. 

























20g. 


History of Religions 20. Seminary. Professor G. F. Moors. 


The Elements of Latin Palaeography, with reference to the use of historical 
sources. Half-course. Professor Haskins. 


. Selected Topics in the Historical Development of American Institutions, Half- 


course. r. MeRK. 


‘ ee ore in the Historical Development of American Institutions: Political 


an History since 1815. Half-course. Professor CHANNING. 


. The Expansion of Christendom and the Naturalization of Christianity in the 


Orient, more particularly during the Nineteenth Century. Half-course. Pro- 
fessor Epwarp C. Moore. ] 

The History of Christian Life and Institutions in Europe since the Reformation, 
Half-course. Professor Epwarp C. Moore. ] 

Historical Bibliography and Criticism. Half-course. Professor Haskins. 

History of Christian Thought to the Reformation. Professor Laxe. 

Topics in Modern European History: Bismarck’s Foreign Policy, 1862-1870, 
Associate Professor Lorp. 

Topics in Modern Eyropean History: 1875-1912. Professor Coompan. 

Selected Topics from the History of Continental Europe in the Sixteenth and 
Seventeenth Centuries. Half-course. Professor MERRIMAN. ] 

Topics in Modern English History. Professor ABBorr. 

Roman Constitutional History. Professor Ferauson. 

Greek Political Institutions. Professor FerGuson. ] 

Byzantine History. Half-course. Dr. Buake. 

History of the Eastern Churches from the Tenth Century to the Present Time, 
Half-course. Dr. La Prana. 


. Selected Topics in American History, 1830-1860. Professor TuRNER. 


Selected Topics in American History, 1830-1860. Half-course. Dr. Mmrx. 
The Diplomatic Relations of the United States and Latin America. Mr. Ar- 
RAGON. 

Manuscript Materials of American History. Half-course. Dr. W. C. Forp. 
Introduction to the Sources of Modern European History, principally of the Eight- 
eenth and Nineteenth Centuries. Half-course. Associate Professor Lorp. | 

Advanced History of Russia. Half-course. Associate Professor Lorp. ] 
Modern Historiography. Half-course. Professor ABBorr. ] 

History of the Church in the Middle Ages. Dr. La Prana. 

European Diplomacy since 1814. Half-course.] 

Topics in the History of Mediaeval Christianity. Dr. La Prana. 

History of the Church in Americe. Half-course. Professor Epwarp C. Moors. 


61. 
History = ligions 1a. Origin and Devélopment of Religion. Half-course. Professor 


Moore. 


History of Religions 1b. Origin and Development of Religion. Half-course. Professor 


OORE. 


. F. M 
[History of Religions 3. Germanic and Celtic Religions. Half-course. Professors 
Krrrrepce and F. N. Rosrvson. ] 
istory of Religions 4b. Hellenistic Judaism. Half-course. Professor G. F. Moors. ] 
istory of Religions 5. Immortality in Religion and Philosophy. Half-course. Pro- 


fessor G. F. Moors. } 


[History of Religions 7. The Religion of the Roman Empire at the Beginning of the 


Christian Era. Half-course. Professor Laxe. ] 


istory of Religions 9. Beginnings of Christianity. Professor Laxn.] 
History Al. History of the Church in Outline.}. 
History A 2. History of Christian Doctrine. 
istory A 3. Christian Institutions, historically and compa. ‘ively considered. ] 
istory A 4. History of Christianity in England since the Reformation. Half-course.] 
History A 5. History of the Church in America. Half-course.] 
History A6. History of Early Christian Literature. 
History A 8. History of Congregationalism. Half-course. 


Coursges oF RESEARCH 


. Topics in the History of English Institutions, Professor McIuwan. 


Mediaeval Institutions. Professor Haskins. 


. History of Continental Europe and of Asia in the Eighteenth and Nineteenth 


Centuries. Professor Cootmwae and Associate Professor Lorp. 
American History. Professor Caannine and Dr. MERk. ; 
Topics in the History of Spain in the Fifteenth and Sixteenth Centuries, Pro- 
fessor MERRIMAN. 
Topics in the History and Present Conditions of Latin America. Mr. ——. 
Topics in Greek and Roman History. Professor Ferauson. 
American History. Professor TurNeR and Dr. Mzrx. 


. Modern English History. Professor ABBorr. 


Topics in Church History. Professors Epwarp C. Moorg and Laks, and Dr. 
PIANA. 
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GOVERNMENT 
Primarily for Undergraduates 


Constitutional Government. Professors Munro and Ho.comsBsE and assistants. 
Theses for Distinction. Half-course (throughout the year). Members of the De- 


artment. oad 
, Political Thought and Institutions. Half-course. Members of the Department. 


For Undergraduates and Graduates 


. Principles of Popular Government. Half-course. Professor HotcomBe. 


Elements of International Law. Professor Wunson and assistant. 
National Administration of the United States. Half-course. Professor HoLcoMBE. ] 
Government of the French Republic and of Germany. Professor YEoMANs. 


. State Government in the United States. Half-course. Mr. Hanrorb. 
. State and Local Administration in the United States. Half-course. Mr. HaNForD.] 


Government of England. ] 


. Administrative ree gr ar of the United States. Half-course. Professor Hart. ] 
. People of the Unite 


States. Half-course. Professor Hart. ] 
American Diplomacy: Treaties and Foreign Policy. Professor Harr. ] 


. Municipal Government. Half-course. Professor Munro and assistant. 
. Municipal Administration. Half-course. Mr. Hanrorp and assistant. 


Unions of Nations: Composite, Federal, and International. Half-course. Pro- 
fessor Hart. ’ 

American Constitutional Law. Mr. GARFIELD. 

Municipal Engineering Administration. Half-course. Professor WHIPPLE. 


Primarily for Graduates 


Roman Law. Professor McIuwatn. ] 
History of Political Theory. Professor McIuwatn. 


. American Governmental Structure, National, State, and Municipal. Half-course. 


Professor Hart. 


. American Governmental Functions, National, State and Municipal. Half-course. 


Professor Harr. 

International Law as administered by the courts and as observed in international 
negotiations. Professor WILSON. 

Selected Cases in International Law. Professor Wixson. ] 


Courses OF RESEARCH 


. Topics in Municipal Government. Professor Munro and Mr. Hanrorp. 


International Law. Professor WILSON. 


. Topics in the Theory of Government. Professor HoLcomBe. 
. American Institutions — National and Diplomatic. Professor Harr. 


ECONOMICS 
Primarily for Undergraduates 


Principles of Economies. Asst. Professor BurBANK, Mr. Masson, and others. 

Economic Thought and Institutions. Half-course. Dr. A. E. Monroz. 

Theses for Distinction. Half-course (throughout the year). ‘Members of the 
Department. 


For Undergraduates and Graduates 


. Statistics. Half-course. Professor Day. 
. Accounting. Half-course. Mr. Masson. 


European Industry and Commerce in the Nineteenth Century. Half-course. 


os, 


. Economic History of the United States. Half-course. Dr. ——. 


Money, Banking, and Commercial Crises. Professor Youne. 


. Economics of Transportation. Half-course. Professor Ripuey. 
. Economics of Corporations. Half-course. Professor Ripupy. 


Public Finance. Half-course. Asst. Professor BURBANK. 


. Trade-Unionism and Allied Problems. Half-course. Professor R1r.ey. 
. The Labor Movément in Europe. Half-course.] 
. Theories of Value and Distribution. Half-course.] 


Programs of Social Reconstruction. Half-course. Professor CarvER. 
Principles of Sociology. Professor CARVER. 


. Economies of Agriculture. Half-course. Professor CarvEr. 
. Intérnational Trade and Tariff Policies. Half-course. Professor Tavssia. ] 








Primarily for Graduates 


Economic Theory. Professor Taussia. 

The Distribution of Wealth. Half-course. Professor Carver. ] 

History and Literature of Economics to the year 1848. Professor Bunocx. 
Modern Schools of Economic Thought. Professor Youna. 

——— History of Europe from the Thirteenth to the Early Nineteenth 


ury. 
Topics in the Economic History of the Nineteenth Century. ] 
Public Finance. Professor BuLLock. 
Economics of Agriculture. Half-course. Professor CARVER. 
International Trade and Tariff Problems. Half-course. Professor Taussia. 
. Problems of Labor. Professor Riptey. 
. Public Ownership: Historical, Theoretical, and Practical Aspects. Half-course,]) 
. Public tion and Control of Private Industry, with Particular Reference ta 
Public Service Industries. Half-course.] 
Commercial Crises. Half-course. Professor Persons. 
Selected Monetary Problems. Half-course. Professor Youna. ] 
International Finance. Half-course. Asst. Professor WILLIAMs. 
Statistical Theory and Analysis. Professors Youne and Day. 
Statistical Collection and Tabulation. Half-course. Professor Day. ] 
. Statistical Organization. Half-course.] 
Statistical Graphics. Half-course.] 


CoursE oF RESEARCH 


Economic Research. Professors Taussic, Carver, Riptey, Butiock, Young, 
Persons, and Day, 


SOCIAL ETHICS 
Primarily for Undergraduates 
Human Relations. Professor Casot, Dr. CARPENTER and assistant. 


For Undergraduates and Graduates 


1a. Social Problems and Social Policy: Treatment and Prevention of Poverty, De-7 
fectiveness, and Crime. Half-course. Associate Professor Forp and assistant, © 
1b. Social Problems and Social Policy: Labor Problems, Socialism, and Social Re- 
forms, Ethical Considerations. Half-course. Dr. CARPENTER and assistant. 
4. Problems of Race and Immigration in America: Americanization. Half-course. ” 
Dr. CaRPENTER. 
Philosophy 5. Philosophy of the State. Half-course. Professor Hockina. 
f i ee and Related Problems of the Working Classes. Half-course.] 
- Rural Social Development. Half-course. Associate Professor Forp. ] 
9. Programmes of Social Reform in Relation to Christian Ethics. Half-course. 
Dr. CARPENTER. 
10. Theses for Distinction. Half-course (throughout the year). Members of the 
Department. 
Primarily for Graduates 
[3. Criminology and Penology. Half-course.] 
15. Theories of Social Reform in Continental Europe in the Nineteenth and 
Twentieth Centuries, Half-course. Dr. CARPENTER. 
16. The Kingdom of Evils. Professor Caznor and assistant. 
(19. Theories of Social Reform in England and America since 1832. Half-course. 
Dr. CARPENTER. | 
Courses oF RESEARCH 


20. Special Researches. Professor Casot, Associate Professor Forp and Dr. Car- 
PENTER. 
20a, Seminary in Social Ethics. 


Descriptive pamphlets relative to the above-named courses for the year 1922-23 
ith ci ing admission to Harvard College and the Graduate Schools, may 


with circ 
be obtained by applying to 


THE SECRETARY OF THE FACULTY OF ARTS AND SCIENCES, 
University Hall, Cambridge, Mass. 


HARVARD UNIVERSITY PRESS 























HARVARD ECONOMIC STUDIES 


Vol. I. The English Patents of Monopoly, by William Hyde 
Price, Ph.D. Price $2.00. 

Vol. Il. The Lodging-House Problem in Boston, by Albert 
Benedict Wolfe, Ph.D. Price $2.00. 

Vol. II. The Stannaries: a Study of the English Tin Miner, 
by George Randall Lewis, Ph.D. Price $2.00. 

Vol. IV. ailroad Reorganization, by Stuart Daggett, Ph.D. 
8vo. Price $2.50. 

Vol. V. Wool-Growing and the Tariff, by C. W. Wright, Ph.D. 
8vo. Price $2.50. 

Vol. VI. Public Ownership of Telephones on the Continent of 
Europe, by Arthur Norman Holeombe, Ph.D. 8vo. Price $2.50. 

Vol. VII. The History of the British Post Office, by Joseph 
Clarence Hemmeon, Ph.D. 8vo. Price $2.50. 

Vol. VIII. The Cotton Manufacturing Industry in the United . 
States, by Melvin Thomas Copeland, Ph.D. 8vo. Price $2.50. 

Vol. IX. The History of the Grain Trade in France, 1400-1710, 
by Abbott Payson Usher, Ph.D. Price $2.50. 

Vol. X. Corporate Promotions and Reorganizations, by Arthur 
Stone Dewing, Ph.D. Price $3.00. 

Vol. XI. The Anthracite Coal Combination in the United States, 
by Eliot Jones, Ph.D. Price $2.00. 

Vol. XII. Some Aspects of the Tariff Question, by Frank William 
Taussig, Ph.D., Litt.D. Price $3.50. 

Vol. XIII. The Evolution of the Engtish Corn Mariet from the 
Twelfth to the Eighteenth Century, by Norman 8. PB. Gras, Ph.D. 
Price $3.00. 

Vol. XIV. The Development of the Doctrine of Adaptation as a 
Theory of Social Progress, by Lucius Moody Bristol, Ph.D. Price 
$2.50. 

Vol. XV. The Financial Histo: y of Boston, by Charles Phillips 
Huse, Ph.D. Price $2.50. 

Vol. XVI. Essays in the Earlier History of American Corpora- 
tions, by Joseph Stancl’~. Davis, Ph.D. 2 vols. Price each, $3.00. 

Vol. XVII. The State Tax Commission, by Harley Leist Lutz, 
Ph.D. Price $3.25. 

Vol. XVIII. The Early English Customs System, by Norman 
S. B. Gras. Price $4.00. 

Vol. XIX. Trade and Navigation between Spain and the Indies 
in the Time of the Hapsburgs, by Clarence Henry Haring, Ph.D. 
Price $2.75. 

Vol. XX. The Italian Emigration of Our Times, by Robert F. 
Foerster, Ph.D. Price $3.00. 

Vol. XXI. The Mesta: A Study in Spanish Economic History, 
1275-1836, by Julius Klein, Ph.D. Price $4.00. 

Vol. XXII. Argentine International Trade under Inconvertible 
Paper Money, 1880-1900, by John H. Williams, Ph.D. Price $3.50. 

Vol. XXIII. The Organization of the Boot and Shoe Industry in 
— before 1875, by Blanche Evans Hazard, A.M. Price 
33.50. 





HARVARD UNIVERSITY PRESS 
30 Randall Hall, Cambridge, Mass. 





SCIENTIFIC PUBLICATIONS 


or 


HARVARD UNIVERSITY 


Harvard Oriental Series. Under the Siesiien of the Department of Indic Philology. 
Vols. I--XXX have been published. Several more volumes in preparation. 

Harvard Semitic Studies. Under the direction of the Committee of Instructors in 
Semitic Languages and History. Vols. If{I and IV have been published. Vols. I 
and II in preparation. 

Harvard Studies in Ciassical Philology. Edited by a committee of the Instructors in 
Classics. One volume published yearly. Vols. -X-X XII have been issued. (Each 
volume includes several papers.) 

Studies and Notes in Philology and Literature. Under the direction of the Modern 
Language Departments. Vols. I-XI have been published. (Most of them are 
single monographs.) 

Harvard Studies in Romance Languages. Published under the direction of the Depart- 
ment of French and other Komance Languages and Literatures. Vols. I-IV have 
been issued. 

Harvard Business Studies. Four volumes have been published. 

Harvard Studics in Comparative Literature. Vols. I-VI have been issued. Several 
others in prepsration. (Monographs.) 

Harvard Siudies in Education. Three volumes have been published. Several others 
in preparation. (Monographs.) 

Harvard Historical Studies. Under the direction of the Department of History and 
Government. Vols. I-XXV have been published. 

The Quarterly Journal of Economics. Under the direction of the Department of 
Economics. Vols. I-XXXV have been published. Subscription, $5.00. 

Harvard Economic Studies. Under the direction of the Department of Economics. 
Vols. I~XXIII have been published. 

——— of the Bureau of Business Research. ‘Twenty-nine bulletins have been 
issue 

Publications of the Bureau for Research in Municipal Government. Two volumes 
have been issued. 

Harvard Studies in Jurisprudence. Published under the direction of the Faculty 
of Law. Three volumes have been published. 

The Harvard Law Review. Edited by a board of students of the Harvard Law School. 
Vols. I-XXXil have been issued. Subscriptien, $3.00. 

Harvard Psychological Studies. Edited by the Harvard Psychological Laboratory. 

Vols. I-{V issued. (All repri: nts.) 

Publications of the Astronomical Observatory. More than seventy-five large quarto 
volumes of Annals have been published; Circulars; Siiver Prints of photographs; 
Lantern Slides. 

Publications of the Museum of Compgrative Zodlogy. Bulletins, fifrv-six volumes; 
Memoirs, forty volumes, — huve been published. Others are in course of publi- 
cation. For price lisi spply to the Director of the Museum of Comparative Zodlogy, 
Cambridge, Mass. (A!! mo nographs.) 

Contributions from the Zoo: ogical Laboratory of the Museum of Comparative Zodlogy 
are published in part m “the Bulletin of the Museum, in part elsewhere. Two 
hundred and fifty-two aut — have been issi led. (Reprints.) For information 
spply to Professor E. L. Marx, Museum of Comparative Zodlogy, Cambridge, 

Lass. 

Publications of the Pesbsdy Museum of American Archaeology and Ethnology. 
Annual Reports, for:y-eight numbers; Archaeological and Ethnological Papers, 
eighteen numbers; Memoirs, sixteen numbers published. Special Publications. 
For price list address Peasopr Museum, Cainbridge, Mass. 

The Harvard Theological Review. Fdited by a Committee of the Faculty of the 
Harvard Divinity School. Yots. [-Xiil have been published. Subscription, $2.00. 

Harvarcé Theological Studies. Published under the direction of the Faculty of Divinity. 
Ten volumes have been issued. 

Bulletin of the Bussey Institution. Vols. I and II have been issued. Address the Bussny 
InstirvTion, Jamaica Plain, Mass. 


UNLESS A SPECIAL PUBLISHER IS NAMED 
ORDERS SHOULD BE SENT TO THE 
HARVARD UNIVERSITY PRESS 
RanpDaLt Hat, Camprince, Mass. 








